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GMC Pulling Powe 


On every battle front G.I, Joe saw proof of GMC’s pulling power. In the 
South Pacific, in temperatures as high as 130 degrees, GMC “six-by-sixes” 
hauled huge loads through hub-deep mud and sand. In Europe, GMCs 
played the leading role on the famous Red Ball Express. In Alaska’s 
ice and snow, Burma’s jungles and Italy’s mountain trails . .. wherever 
heavy loads were pulled through heavy going . . . GMCs did the job. 


G.I. Joe knows about GMC pulling power . . . and what he can tell you 
is mightily important to truck buyers. For GMC commercial trucks, in all 
models from % to 20 tons, have engines of the same basic design as their mili- 
tary brothers. They offer the civilian counterpart of the power, performance 
and stamina demonstrated by nearly 600,000 GMC “Army Workhorses.” 
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LL consumers, appliance 
manufacturers and public 

service corporations are under obligation to secure top effi- 

ciency and economy from their gas-burning appliances. 


One effective means of accomplishing this is by the use 
of a reliable gas pressure regulator on furnaces, boilers, 
water heaters, kitchen ranges, and other home and indus- 
trial appliances. On a control device so strategic as a regu- 
lator, complete dependability is a necessity. On Barber 
Regulators the bodies, working parts, springs and diaphragms 
are the finest obtainable. Unusually sensitive reaction to 
pressure drop is assured. The appearance of these regu- 


Descriptive folders sup- ators harmonizes with modern streamline equipment. 
lied free for your trade. . 
rite for Catalog and The use of Barber Regulators on appliances you sell, 


rices on Barber Conver- . H i i 
is aed Atelience Dare- make, or sponsor, is always an evidence of top quality equip- 


rs and Regulators. ment. 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER oncssune REGULATORS 


arber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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Pick up a RIZAID by 
he powerful comfort- 
trip I-beam handle and 
t feels like an unusually 
efficient wrench. It is. 

e precision-cut alloy 
laws grip pipe firmly, 
et go instantly. Adjust- 
ng nut spins easily in 
all sizes, won’t bind. 

ou like the handy pipe 
scale on the full-floating 
ookjaw, the replace- 
able heeljaw. And the 
guaranteed housing as- 
sures you long expense- 
free service—most for 
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HE still new year of 1946 brings the Ru- 

ral Electrification Administration back to 
Washington, after a pleasant exile to the fair 
city of St. Louis since March, 1942. An in- 
teresting account of REA’s second big moving 
day in its fairly young life is to be found in 
our “Government Utility Happenings” depart- 
ment (beginning page 99). 


It is a casual coincidence that the same city 
of St. Louis stands to gain as a substitute for 
REA another large field activity of a Federal 
government department—the Army record cen- 
ter. This makes it nice for REA personnel who 
were not prepared to leave St. Louis but who 
might otherwise have a difficult time finding 
suitable employment. It is also noteworthy that, 
during a war emergency, peacetime agencies, 
such as REA, have to clear out of Washington 
to make way for the military. When the war 
is over, apparently just the opposite trend takes 
place. The military agencies decentralize their 
activities, while regular peacetime administra- 
tive agencies, such as REA, come back to the 
nation’s capital. 


WE hope that REA personnel making the 


ERNEST R. ABRAMS 


Inflation could wreck the utilities, but will it 
happen? 


(See Pace 92) 
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the Editors 


shift from St. Louis to Washington has more 
luck finding suitable living quarters in the still 
overcrowded capital city than the run-of-the- 
mill citizen whose duty brings him to Wash- 
ington just occasionally. 


THERE seems to be some popular notion 
abroad that, with the end of the war, there 
will be an end to population growth or at least 
a curb to its recent rapid rate of increase in 
the city of Washington. When one picks up 
Washington newspapers and reads of so many 
thousands of Army, Navy, and other war agen- 
cy personnel moving out with their families, 
this impression is strengthened. 


> 


| ys if past history is any criterion, such an 


impression is illusory. Washington has 
always grown just as much; if not more, after 
the major wars of our national history as be- 
fore or during them. Before the Mexican War 
one hundred years ago, Washington was less 
than 50,000. At the outbreak of the Civil War 
it was over 60,000, but during the following 
decade, which included both the Civil War and 
reconstruction period, it had increased 78 per 
cent, to a total of 110,000. Within the next 
twenty years before the outbreak of the Span- 
ish-American War, it had increased more than 
100 per cent, or a total of 230,000. This growth 
continued until, at the outbreak of World War 
I, Washington population stood at 350,000. By 
the end of World War I it was a little more 
than 400,000, but by 1932 it was a half million. 
Today the population of the city is roughly 
estimated at a million, with an additional quar- 
ter million in the suburban Maryland and Vir- 
ginia counties. 


THE reason for this continued growth in 
both war and peace must be found in the con- 
tinued centralization and expansion of admin- 
istrative activities of the Federal government. 
Washington is almost purely a governmental 
city. About half of its working population is 
either in the direct employ of the government 
or working with the government. The other 
half is generally engaged in servicing the needs 
of the first half. In time of war it is easy to 
see the need for such centralization of govern- 
ment controls. The brilliant accomplishments 
of our general staff activities for joint Army 
and Navy operations centered at Washington 
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THE “WORKINGEST” 
MACHINES YOU EVER 
SAW OR USED 


LEVELANDS . . . Modern, dependable, rugged and fast — represent 
the highest development in the full-crawler, wheel type trencher, 
pioneered by “Cleveland” more than twenty years ago. 


A wide range and combination of digging and travel speeds, ample power 
for the toughest going in all kinds of soil and terrain, ease of handling, low 
fuel and operating costs and minimum times out for repairs, are some of 
the many practical advantages characteristic of Clevelands that assure you 
most completed trench at least cost on all your trenching jobs. 


THE CLEVELAND TRENCHER COMPANY 
201006 ST. CLAIR AVE. ¢ CLEVELAND 17, OHIO 
“CLEVELANDS” Save More... Because They Do More 
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8 PAGES WITH THE EDITORS (Continued) 


speak for themselves in the winning of the war. 
Centralization and expansion of government 
activities in time of peace, however, must be 
justified from another angle. 


Durinc the depression and beginning with 
the New Deal government bureaucracy (using 
that term without opprobrium) flourished in 
Washington because it was based on a crisis 
endangering the economic foundation of our 
country. It was argued that a centralization of 
administrative controls to meet this economic 
danger was just as important as a concentra- 
tion of military controls to meet a wartime 
danger to our national security. 


* 


B= the cynical observer may be tempted to 
remark, just when was the last time we 
did not have some kind of a crisis in this coun- 
try? When was there a time, if ever, that the 
servants and officials of our Federal govern- 
ment came to Congress and said everything 
was going along fine; they were getting along 
all right on what appropriations they had; that 
they didn’t need any new help, more space, 
or more statutory powers? Not since the days 
of Coolidge economy have we had a condition 
even remotely approaching such a situation. 
Even then the tendency of the bureaucrats was 
to find some reasonable basis for expanding 
activities of their particular departments or 
increasing their importance. 


It is only a very natural tendency perhaps. 
In fact, we would ‘call that commendable am- 
bition or aggressive promotional management, 
if it occurred in private business. The responsi- 
ble government official who is of the same flesh 
and blood as his prototype in private industry 
naturally thinks along the same line. If he 
didn’t he probably wouldn’t be worth his salt. 


THE only trouble is that expansion of private 
business means an expansion of profitable tax- 
paying enterprise, making more jobs for more 
people to make a greater contribution of actual 
production to the nation’s economic system. An 
expansion of governmental enterprise generally 
means an increase of tax-exempt, if not tax- 
eating, activities—making more jobs, it is true, 
but at the expense of all the rest of us tax- 
payers. In the case of a war emergency, the 
necessity for such expansion of activities of 
the armed forces is, of course, open to no 
question. But when a peacetime government 
moves from crisis to crisis, our cynical ob- 
server may well wonder whether our Fed- 
eral government has become so big it is able 
to manufacture its own crises and batten 
thereon, 


It is not to be inferred from this discussion 
that we are putting up any sort of editorial 
argument against REA coming back to Wash- 
ington. That was just the starting point for 
our broad remarks about the trend of govern- 
ment generally. As for REA, which left the 
capital city at great personal sacrifice for many 
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of its employees during the war, we are glad 
to say we welcome it back. There seems 
to be some question in the minds of some peo- 
ple whether REA ought to remain under con- 
trol of the Department of Agriculture. But 
there does not seem to be much question that 
whatever its departmental status, its perma- 
nent place should be in the nation’s capital as 
an arm of the Federal government. 


> 


jee. one of the feature articles in 
this magazine on the subject of REA ac- 
tivities generally was written by Harry C. 
Wo re, an active promoter of the Rural Co- 
Operative Movement (beginning page 80). 
WoLFe, an electrical engineer (Wisconsin, ’26) 
has seen service in both the co-op and private 
utility fields; He is now with the Budget 
Bureau in Washington, D. C. During the war 
he was an official of the utilities division of 
the War Production Board. 


* 


Ms C. Mason, whose article on the 
“Retirement Forecast Method of Gaug- 
ing Depreciation” begins on page 69, is an- 
other new contributor to this publication. At 
present he is head of the survey department 
of the Potomac Electric Power Company 
which serves the nation’s capital. Mr. Mason 
was born in 1889 in Keene, New Hampshire, 
graduated from Massachusetts Institute of 
Technology with a degree in electrical engi- 
neering in 1912, and for the subsequent twenty 
years was employed by the Stone & Webster 
Engineering Corporation. In 1932 he joined 
his present organization. 


* 


| he R, ABRAMS, whose article on the 
“Outlook for Electric Utilities under In- 
flation” begins on page 92, is a New York 
business and financial writer whose articles on 
various aspects of utility economics frequent- 
ly appear in this magazine. 


¥ 


aoe the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


THe Securities and Exchange Commission 
granted a petition by a subsidiary of two hold- 
ing companies for commission intervention to 
prohibit the holding companies from electing 
three representatives to the board of directors 
of the subsidiary company. (See page 69.) 


THE next number of this magazine will be 
out January 31st. 


Ac CalsXBiitic 
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There’s a NEW TOUCH, a NEW ACTION in the NEW REMINGTON— 
the sweetest running typewriter you’ve ever used! Developed by 
Remington Rand research, perfected by Remington Rand engineers, 
it puts at your fingertips a Personal Touch more sensitive, more uni- 
form, an action that’s faster, more streamlined than ever before 
conceived. A new touch that’s instantly changeable to your desire—a 
new action, swifter than the fastest flying fingers...here are the two 
features most wanted by every typist, and built into a typewriter as 
only Remington Rand craftsmen know how to build them. No wonder 
more Remingtons have been sold than any other make! No wonder 
Remington Rand is the FIRST name in typewriters! See for yourself... 
phone your nearby Remington Rand office or representative... today! 





BACK THE VICTORY LOAN DRIVE Renu G ! 


THE FIRST NAME IN TYPEWRITERS 
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ULCAN AUTOMATIC VALVED SOOT BLOWERS 


THE VULCAN AUTOMATIC VALVED HEAD, MODEL LG-2, wes devel 

} some 12 years ago as a result of an exhaustive study of existing soot blower heeds end their 
capability of meeting the new end severe conditions ebout to be i on them by the 
. om modern high pressure boiler. A new design, breaking tradition with the old-fashioned 
in- = _ pressure \ oe was indicated and the LG-2 head was designed with the following 
eatures in ming: 


nto j (1) A heed universal in its applicati 
~ (2) A head economical in steam (or air) consumption 
- ’ P (3) A heed easy to install 
(4) A heed easy and simple to operste 








re- } (5) A head low in maintenance and easy to service 

, <a The use of @ pilot for operating the valve in the heed to be the key to the 

su: Son, required — and marked a radical departure from the traditional head of low pressure 
' days. A single chain operating through a gear reduction revolves the element end, by 


means of stops at the end of the blowing arc, moves the pilot to open end close the valve 
. in the head. 
ars : 4 This design makes the LG-2 head universal in its application. The pilot operated valve 
e permits the head not only to be used on low pressures but also on pressures up to 1500 
pounds. Cosning the valve in the head against _ pressure, the bug-a-boo of most 
u- f = soot blower heads, is no problem with the Vulcan head as the steam pressure does the 
' ‘ : job, the operator merely having to move the small pilot valve. 

‘ Operators prefer the LG-2 head after “ne other heads because of its simple and eas 
operation. The enclosed cut steel gear and alloy pinion, the self lubricated special shalt 
bearings, and the enclosed ball bearing taking the steam thrust as well as the radial load 
all make for frictionless operation. Element ppg | end werping ere prevented by the 
underarm support which balances the weight of the head and piping against an adjustable 

Cover R d and Valv spring, without any cantilever effect on the element and permits the element to float inside 

- Pare be = 4 — e wall sleeve. A ball and socket joint in the sleeve prevents element strains by allowing 
pare relative motion of the setting and element and, at the same time, keeps the setting tight. 

The interests of the contractor and boiler erector have not been overlooked in the 

design of the LG-2 head. It is, perhaps, the easiest head to install. Because of the hanged 


Write for New Catalog connection between the element and the head, the assembly of these parts in the field 1s 


relatively simple 


VULCAN SOOT BLOWER CORPORATION 


Du Bois, Penna. 
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“There never was in the world two opinions alike.” 





—MONTAIGNE 
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Under Secretary, Department of 
the Interior. 


Water E. SPAHR 
Professor of economics, New York 
University. 


Sam A. LewIsoHN 
President, Miami Copper Company. 


ELIzABETH CHRISTMAN 
Secretary, Women’s Trade Union 
League. 


O. Max GARDNER 
Chairman, Office of War Mobiliza- 
tion Advisory Board. 


G. MetzMAN 
President, New York Central Sys- 
tem. 
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“We are convinced that the cause of full employment 
would not be adequately served simply by the enactment 
of good intentions [in the Full Employment Bill].” 


* 


“Civilization depends on each human being having his 
dignity and respect. No one must be entitled to injure 
his fellow and every man must be his brother’s keeper.” 


* 


“If our government officials really desire to preserve 
and to encourage private enterprise and private capitalism, 
they should give more attention to what makes them fune- 
tion best and what causes,the maladjustments that result in 
unemployment.” 


aa 


“Adoption of the right methods of conducting industry 
and tactful and effective supervision of employees will 
mean more for national stability than propaganda. There 
is as much opportunity for statesmanship in the industrial 
as there is in the political field.” 


* 


“There is no sex differential when men and women 
spend the money they earn. Grocery stores do not have 
a double standard price tag. That 10 per cent tax on 
movie theater tickets is not reduced when a woman buys 
the ticket. There are no ‘male’ or ‘female’ tax rates.” 


> 


“Stability is not synonymous with security. We shall 
not achieve stability if we are permanently satisfied with 
our present standards. Society stagnates when it becomes 
smug and complacent. The key to stability is to set our 
sights ever higher, to strive for higher goals of produc- 
tion.” 


> 


“When a shipper uses railroad transportation he is pay- 
ing his way, and even lightening his other tax burdens, 
because part of his shipping dollar meets railroad taxes. 
When a shipper uses ‘free’ government transportation 
facilities, he still pays his way plus hidden additions to his 
own tax bill. And while paying his way he also paves 
the way for socialization that may eventually destroy his 
own business.” 
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© This installation of Burroughs Typewriter Accounting Machines at Purdue University, 
Lafayette, Indiana, is typical of thousands of offices throughout the nation that depend 
on Burroughs machines for fast, accurate handling of all types of accounting work. 
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G0 
HEREVER you 
sh +} 43 BURROUGHS MACHINES 


In schools, banks, business organizations ... wherever you 
go... you see Burroughs machines. These users give many 
reasons why they like to do business with Burroughs. One 
i reason frequently mentioned is the efficient maintenance 
4 service rendered through hundreds of local service centers 
ou be by Burroughs’ own factory-trained service men—a service 
that has won the highest respect of business machine 
rtation IN MACHINES users everywhere as the finest safeguard that the maker of 
s to his IN COUNSEL a high-quality product can provide to insure the uninterrupted 


IN SERVICE performance and long life of its products. 
BURROUGHS ADDING MACHINE COMPANY, DETROIT 32, MICHIGAN 


ING, ACCOUNTING AND STATISTICAL MACHINES » NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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“We still have too many elected representatives in our 
lawmaking body who believe this is the best of all possible 
worlds and nothing should be done to change it. They 
profess to be concerned about the preservation of the free 
enterprise system but don’t wish to lift a finger to save it.” 


* 


“As citizens . . . we regard the proposed legislation, 
S 380 [Full Employment Bill], as essential to the well- 
being of the entire population. The Federal government 
must assume responsibility for full employment as it did 
for total victory, on the basis of orderly planning for the 
use of our natural resources and the energies and abilities 
of our people.” 


aa 


“We are now paying and will continue to pay higher 
wages than we did before the war; but the important 
point for us all to keep in mind is not how high are our 
wage rates but are our plants so organized and our people 
so trained that they earn these higher wages. The only 
real ceiling on wage rates is our ability to earn them.” 


* 


“I don’t believe America will go knowingly to state 
socialism. It might conceivably slip into it unwittingly 
or go into it a step at a time, but the pressure to do so 
will not arise from the people generally on their own 
initiative. It will come from those who will make prom- 
ises of its benefits for the sake of winning votes.” 


aa 


“Increased productive and distributive efficiency which 
permits prices to remain the same or to be lowered while 
wages are being increased is the one and only way toa 
higher standard of living. If we are to achieve this unity 
of purpose, then we of management must work constantly 
to achieve greater confidence between management and 
the employee.” 


* 


“Cheap money is the announced policy of our govern- 
ment and the impact of this policy affects our entire econ- 
omy. It is the master-control device and as long as it is 
utilized we shall have a controlled rather than a free 
economy. Financial history is only too positive in teach- — 
ing that cheap money can create a boom but is thereby 
more likely to cause than to prevent a depression.” 


* 


“The policy of deficit financing followed during the 
nineteen thirties and the series of huge deficits during 
the war appear to have created in many minds an almost 
casual attitude toward Treasury deficits. . . . If policies 
of that kind prevail, it is to be feared that the result will 
be a period of economic stagnation similar to that wit 
nessed during the decade that preceded the war.” 
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the Switching Equipment jeans 


SPECIALIST 


Along with the many years experience in solving 
the problems of switchgear manufacturing, R&IE has 


DISCONNECTING SWIT( 


NDOOR AND 


concentrated much of its attention on 
Metal Cubicle Work. Switch and bus 


terminal cubicles have been made to ac- 


HORN GAP SWITC 


commodate every condition for many years. 
INTERRUPTER SWITC 


A more recent development is the 
Interrupter Switch Cubicle as shown below. 
These are used as a high speed interrupter CUTOUTS AND 
device at a distribution load center or as THERMO-RUPTER 


part of a transformer unit. 


elow is shown one of the 
many production lines 
of interrupter switch and SWITCH OPERAT 
pothead cubicles. MECHANISMS 





SUBSTATIONS 


OPEN OR ENCLOS 
ISOLATED PHAS 
HEAVY DUTY BU: 








KIRK INTERLOI 














SYSTEMS 
AUTOMATIC 
EQUIPMENT 
OIL and 
AIR FILLED METAL CUBICI 


INTERRUPTER SWITCHES 


can be furnished with or without fuses, 
with any type of cable entrance. 


STRIAL ENGINEERING CO., G G, PA. TESTING DEVIC 
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REGULATION 


by 
A. C. Webber 


(Former Chairman, Massachusetts Department 
of Public Utilities) 


Carefully Selected Cases Covering 
Many Problems Confronting Utility 
Managements Today As Solved 
by One of the Oldest State Public 


Utility Commissions—Massachusetts 


831 Pages 
$6.50 


Included are discussions of vital questions, such as: 





- - = Taxes in Relation to Rates 


- - - Higher Operating Costs in Relation io 
the Consumer and Utility Stockholder 


The Reproduction Cost Rule 
- Inflation and Utility Rates 


- Rates of Public Service Corporations 
and Other Price Levels 


- Constitutional Safeguards Insuring Rea- 
sonable and Just Compensation for Public 
Utility Property Devoted to Public Service 


Concise Supplementary Text Referring to Important 
Principles of Public Utility Regulation with Annotations 





ORDER NOW WHILE THE LIMITED SUPPLY LASTS 


PUBLIC UTILITIES REPORTS, INC. 
Munsey Building Washington 4, D. C. 
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CIR IGS HF 1b 15 X 


Type TX 
ON-METALLIC SHEATHED CABLE 





A SAFE, PERMANENT low cost cable for interior wiring. The use of 
SYNTHOL Type T conductors results in a smaller, lighter weight cable, 
which makes it easier to install and takes less space. The SYNTHOL ther- 
moplastic insulation on the conductors has long life, high dielectric and 
mechanical strength, and is extremely resistant to moisture, acids, alkali 
and mildew. Will not burn and is free and clean stripping. 


Recommended for farm and rural buildings, as well as for all types of resi- 
dential construction. 


©) CRESCENT INSULATED WIRE & CABLE CO. 4 


TRENTON, N. J. 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








Public Utilities Fortnightly 





January 17, 19 


Engineered for Power Station Needs 


EXIDES are always ready for in- 
stant action, They are engineered 
to meet the varying battery require- 
ments of power station operations. 
Exide makes several types of stor- 
age batteries. These batteries, 


through proved performance for 
over 50 years in central station 
work, have earned the confidence 
of utility engineers everywhere. 
When you buy an Exide you are 
buying the utmost of storage bat- 


tery dependability, long-life and 
ease of maintenance. 

Whatever your storage battery 
problems may be Exide engineers 
will be glad to help you work 
them out. 


Exide 


BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 
Exide Batteries of Canada, Limited, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











An expanding western industry has 
many uses for steel. Six are presented 
here to show the diversity of Consol- 


idated Steel’s precision fabrication. 


If your construction plans call for 
the use of steel—Consolidated Steel 
is ready to offer you capable, imme- 
diate service. Address Consolidated 
Steel, Los Angeles 22, California; o 


Orange, Texas. 


Consolidatec 


Steel 


FABRICATOR 
ENGINEER 
CRAFTSME 


LEADERS IN THE WEST AND SOUT 
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P. U. R. DIGEST 


CUMULATIVE 


A Digest That Is Serviced 


The Only Complete Digest of Public Service Law and Regulation 





A WORK OF PRIMARY AUTHORITY CONTAINING THE 
DECISIONS AND RULINGS OF THE 


United States Supreme Court 
A SHORT CUT United States Circuit Courts SIMPLE 
of Appeals ALPHABETICAL 
United States District Courts CLASSIFICATION 
State Courts OF SUBJECTS 
Federal Regulatory 
AN EXHAUSTIVE Commissions A GREAT REVIEW 
SURVEY OF State Regulatory Commissions 
tat eile Insular and Territorial Regu- 
latory Commissions 


COVERING 
FIFTY YEARS 


A GREAT SERVICE 














PUBLIC UTILITIES REPORTS, INC. 
Tenth Floor, Munsey Building, Washington, D.C. 
Sa 
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Trucs of the right size, power and 
carrying capacity! That’s one angle to truck 
efficiency in the public utility field. 
Efficient maintenance! That’s another. 
And here’s what International offers: 


1. A sales and engineering organization that 
really knows the transport problems of the 
public utility industry. 

2. The only complete line of trucks made— 
everything from light delivery units to giant 
six- wheelers. International, therefore, can 
furnish exactly the right trucks for your work. 


3. Maintenance and service furnished by a 


“HARVEST OF STARS” EVERY SUNDAY! NBC NETWORK 


THE RIGHT TRUCK 
FOR EVERY UTILITY JOB 


‘network of International Truck Dealers and 
a system of International Truck Branches 
that form the nation’s largest company-owned 
truck-service organization. 


In the last 14 years more heavy-duty 
International Trucks have been purchased 
for civilian use than any other make. Into 
each International goes more than 40 years 
of truck engineering and manufacturing ex- 
perience.So contact your International Dealer 
or Branch now—for the right trucks—backed 
by top maintenance—for your truck jobs. 


INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue Chicago 1, Illinois 


A 4 
mi ERNATIONAL) 
, ee 


Thiel) ae 
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@In countless installations Egry 
Business Systems have demon- 
strated their value and usefulness 
by speeding up the writing of hand- 
written a ped records; by cut- 
ting costs and safeguarding profits 
through the elimination of mistakes 
chisel by carelessness, thought- 
lessness and temptation. With the 
systems shown below, Egry has 
met the challenge.of modern busi- 


EGRY SPEED-FEED may be attached to any 
standard typewriter in one minute, with- 
out change in construction or operation 
and with Egry Continuous Forms, prac- 
tically doubles the output of the operator 
since all her time becomes productive. 





ness for faster and more efficient 
methods to write initial records. 
Egry Business Systems are used ex- 
tensively throughout the Utilities 
Industry. Investigate today! Write 
for literature containing complete 
information. Or a practical dem- 
onstration of Egry Business Systems 
may be arranged in your own office 
at your convenience. There is no 
cost or obligation whatever. 


EGRY TRU-PAK speeds the writing of all 
handwritten records. Eliminates mistakes 
and assures positive control over all re- 
corded transactions. 


EGRY ALLSET Forms are individually bound 
sets, interleaved with onetime carbons 
for immediate use for either typed or 
handwritten recorfls. 


with 
EGRY BUSINESS SYSTEMS 


THE EGRY REGISTER COMPANY, DEPT. F117, DAYTON 2, OHIO 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada 
Egry maintains sales agencies in all principal cities 
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HIS ADVERTISEMENT 






llowing magazines: 






ATLANTIC 
FORTUNE 
HARPER’S BAZAAR 
HARPER’S MAGAZINE 
HOUSE BEAUTIFUL 
HOUSE AND GARDEN 
NEWSWEEK 
SATURDAY EVENING POST 
TIME 














COMBINED 
CIRCULATION 
6,535,519 


















Good Line Clearing @ © e requires much more than trimming 


out branches: (A knowledge of bow to trim to get the greatest clearance with 







the least damage; (I A national reputation that enables the men to secure per- 





mission from adjacent property owners with a minimum of time and effort; 






( The kind of work and conduct that virtually eliminates damage claims and 






law-suits; (|, Industrious, interested, skilful men that make the cost moder- 


ate and make the rate per hour of secondary importance; ([, And last but not 








least, the kind of performance that leaves the best possible public relations. 





THE DAVEY TREE EXPERT COMPANY bas the reputation and the good men, 
DAVEY TREE SURGEONS 4o the most satisfactory kind of line clearing work at moderate cost. 
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AND TO KEEP YOU UP TO DATE: 


FEDERAL UTILITY REGULATION ANNOTATED 


(FURA) 


The Public Utility Holding 
Company Act of 1935 
as administered by the 


Securities and Exchange Commission 
1935 to 1941, Inclusive 


A Section by Section Treatment 
of the Act, with 


(1) Effective SEC Rules 


(2) Annotations of Commission 
and Court decisions 


(3) Supplemental notes 





personnel of the Commission since organiza- 
tion (1934-1941), complete alphabetical list of 
subsidiaries of holding company systems, rules 
of practice, comprehensive subject index, an- 
nual pocket supplements. Price, $12.00. 


OTHER FEATURES: Historical introduction, é 





FURA - CURRENT SERVICE = SEC 


A continuing record issued twice a month, with special issues as required. 











Summaries and analyses of commission and court decisions 
Special studies of financial aspects, policies and practices 
Comments upon observable regulatory trends and tendencies 
References to and excerpts from addresses by members and staff 
Brief reviews of pertinent articles in periodical literature 

Notes on legislative proposals and congressional debates 

Guides to collateral material of interpretative or suggestive value 
= a information clarifying or expounding the Commis- 
sion’s wor 











Subscription price $25 a quarter, including convenient binder and 
periodical index. 








PUBLIC UTILITIES REPORTS, INC. 
1038 MUNSEY BUILDING 
WASHINGTON, D. C. | 
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It's one thing to drift with the tide of rising wages, and another to steer a course 
guided by a full knowledge of the many and complex factors affecting wage rates. 
Our Industrial Relations Department does not claim to have a magic formula for 
harrassed executives to apply in meeting Union demands. However, it does have the 
following to contribute to the solution of the problem: 


* Years of experience in dealing with utility managements. 
* Years of experience in dealing with utility labor unions. 


* An understanding of the basic problems involved, both as 
to management's requirements and labor's objectives. 


* Successful participation in numerous highly controversial 
negotiations involving utility companies. 


Leociates, Jae 


INDUSTRIAL RELATIONS DEPARTMENT 


61 BROADWAY, N.Y.C. 
READING, PA. WASHINGTON, D.C. 


* Names on request. 

















NEW YORK, N. Y. 
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SHIPS 


xx 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


kk 
PRESSURE VESSELS 


x*x*wk 


STEEL, IRON and 
BRASS CASTINGS 


x*k 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xk 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


NEwporT News, 


L VIRGINIA 
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ack in 1941 our engineers had completed the — . . » time-proven, it is now offered 


sign of a new street-lighting control which 
failingly insures adequate illumination re- ‘SUN SWITCH 
urdiess of changes and fluctuations in weather LLGHT CONTROL 


d the twilight hour. 
° . — A practical and rugged unit with 100 per- 


artime obligations prevented production, cent safety factor . . . its sturdy components 
t for the enaincere’ avebetunes assure a negligible maintenance cost. Tooling 
jour years tae cngmcers PF yP up for large scale production is now com- 


ve been tested under actual street-lighting pleted. Write for Bulletin No. 8239. 





The SUNSWITCH can also be used to control illumination 
of public buildings, outdoor advertising, airport beacons, 
radio mast running lights, and ships’ running lights. 


= RRS 


EW LITCHFIELD STREET TORRINGTON, CONNECTICUT 
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BRING YOUR BILL ANALYSES 
UP TO DATE 


You can save 50% in time and money with 


THE ONE-STEP METHOD 


th ey 




















LL but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your post-war rate and pro- 
motional programs. 

The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Boston Chicago Detroit Montreal Teroate 








pnuar) 
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Today, industrial electronics is opening new opportunities 

for load-building electrification. Management is looking to 

electronics as a os to greater productivity. Industrial people 
—from top management down—are hungry for information 
about its peacetime applications. 

Now your power-sales staff can move into a position of up-to- 
the-minute leadership in this field. By means of this new, talk- 
ing-slidefilm course, they can be trained to give practical assist- 
ance to customers—to understand the problems and talk the lan- 
guage of electronics, as applied to hundreds of industrial tasks. 

In addition, you can use this course to bring together in in- 

structive sessions the engineers and elec- 

These Are the 12 Subjects of Indi- trical men whose good wili means the most 
to you in the plants of your customers. 

Visualized for easy understanding, even 


















vidual Films and Lesson Books 





@ 1. Harnessing the Electron by non-technical people, the course is so 
@ 2. Electronic Tubes as Rectifiers “‘packaged"’ that sessions can be conducted 
h @ 3. Grid Control of Electronic Tubes easily by ‘‘home-talent’’ instructors. It 
7m @ 4. Fundamentals of Electricity, Part | comes complete with 12 slidefilms and 
@ 5. Fundamentals of Electricity, Part Il records, 300 review books, an instructor's 
@ 6. Blecironic Relay Systems aan, and carrying case. Price of these 
a . : . its (offering No. 3 in the More Power to 
ch © 7. Becton Rector Equipment America program) is $100. Just call your 
0- @ 8. Thy-mo-trol (Thyratron Motor Con- local G-E office or send order direct to 
trol) Drive Apparatus Dept., Sec. 301-123, General 
@ 9. Electronic Control of A-c Power Ffecric Company, Schenectady 5, N. Y. 
ds @ 10. Electronic Frequency Changing 
& @ 11. Photoelectric Systems 
ur @ 12. Electronics, Today and Tomorrow a 
in INCREASED N 4"\ 
a ELECTRIFICATION 10 Ny) 








d See ee ee ee pont 
This co-operative long-range plan to accelerate further elec- ort 

n, trification of industry and farming is now moving forward on 

three fronts: 


GREATER 





Dozens of utilities are furthering Machinery fi and General Electric is exploring new 

g their programs of power-sales power users are co-operating 3 fields for co-operative effort, 
training end field promotion with the with G.E. in preparing additional motion making plans to publicize the ultimate 
visuel aids now available on laundries, pictures and handbooks to help your benefits of further electrification — more 
electronic heating, and industrial sales engi Pp lectrificati producti nploy , and more people 
electronics. more effectively. regularly employed. 


If you want more information on ‘“‘More Power to America,” call your local G-E representative. 


==GENERAL @ ELECTRIC 
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IN THE WESTOVER STATION of New 
York State Electric and Gas Corporation, this 
recently installed Elliott condenser serves a 
35,000-kw turbine. The condenser contains 
27,000 sq. ft. of surface, is arranged two-pass, 
with divided water-boxes, and is equipped with 
backflush water valves which enable the oper- 
ator to change the direction of flow through 
tubes and water-boxes to remove trash. Beyond 
this, it is of typical Elliott design, featuring large 
areas, fan type tube arrangement, and no 
baffles to cause pressure drop by directional 
changes in steam flow. 


This condenser is making a very good record, 
fully in line with the performance Elliott users 
expect and Elliott engineers demand, of Elliott 
condensers. 


ELLIOTT COMPANY 


Heat Transfer Dept., JEANNETTE, PA. 
DISTRICT OFFICES IN PRINCIPAL CITIES 


G 


aid ad 
“(€ 


»® 


SSS A Roma 


good condenser 
by: 


eS 


Tube arrangement tells the story of condenser 
performance. Elliott engineers have developed 
@ system of tube spacing which insures the 
maximum number of tubes in direct contact 
with the incoming 3team; regulation of steam 
velocity because tubes are arranged in con- 
verging straight lines, and maximum steam 
penetration. Partial tube supports, cut out in 
the steam lane section, result in complete longi- 
tudinal steam distribution with minimum pres- 
sure drop. Water collecting plates are provided 
to prevent blanketing of tubes in the lower 
half of the condenser, 
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{ New England Gas Association, Operating Division; convention begins, Boston, 
Mass., 1946. 








{ American Society of Civil Engineers concludes meeting, New York, N. Y., 1946. 


















{ National Metal Exposition will be held, Cleveland, Ohio, Feb. 4—8, 1946. 














{ Pennsylvania Electric Association, Systems Operation Committee, will hold meeting, 
Pittsburgh, Pa., Feb. 6, 7, 1946. 









{ American Institute of Electrical Engineers convenes, New York, N. Y., 1946. 








‘ 







{ Pennsylvania Electric Association, Trent and Distribution Committee, will 
hold meeting, Philadelphia, Pa., Feb. 6. 
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q Institute of Radio Engineers starts technical meetings, New York, N. Y., 1946. 








T* 


q Pennsylvania Electric Association, > gles Equipment Committee, will con- ¢ 
vene, Pittsburgh, Pa., Feb. 14, 15, 194 

















Federal Power Commission resumes natural gas investigation hearings, Biloxi, Miss., 
Feb. 11, 1946. 












{ Missouri Valley Electric Association will hold power sales conference, Kansas City, 
Mo., Feb. 13, 14, 1946. 
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{ Federal Power Commission will resume natural gas investigation hearing, Chicago, Ill., 
Feb. 19, 1946. 













{ Independent Natural Gas Association starts membership meeting, Houston, Tex., 1946. 
{ Minnesota Telephone Association starts convention, St. Paul, Minn., 1946, 


















q Federal Power Commission will resume natural gas investigation hearing, Charleston, 
W. Va., Mar. 19, 1946. 

















q Southern Gas Association will hold annual meeting, Galveston, Tex., Mar. 21, 22, 1946. 


Authenticated News 


A Modern Miracle of Science and Engineering 


Shown above is one of the spectacular actions involved in bringing natural 
gas from Texas East through a 1,265-mile pipe line to Charleston, West 
Virginia—a trench is being blasted i in the bed of the Cumberland 
river, Tennessee, to accommodate part of the pipe line. 
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Retirement Forecast Method 


Of Gauging Depreciation 


Its simplicity and other practical advantages as compared with 

actuarial procedure should, declares the author, favor its ac- 

ceptance by the regulatory body, and its flexibility should make 

it take full advantage of further information and experience 
as time goes on. 


By MAX C. MASON 


HIS is a discussion of a practical 

forecast method for estimating 

depreciation requirements. It is 
an “accounting” method to the extent 
that it does not attempt estimates of 
existing depreciation of a particular 
property. And, yet, it is believed that 
adoption and reasonably careful main- 
tenance of this system might well yield 
the following advantages : 


1. A handy periodical check on the 
adequacy of the depreciation reserve 
as a whole and its annual accruals, 
showing up excesses or deficiencies in 


good season for corrective adjustment. 

2. A method of coérdinating engi- 
neering staff estimates of future re- 
tirements with book depreciation ac- 
counts in the interest of over-all sys- 
tem planning. 

3. An adjustable cushion against un- 
foreseen contingencies in the way of 
retirements ahead of schedule or ordi- 
nary expectation. 

4. A control for harmonizing ob- 
solescence and other nonphysical fac- 
tors of depreciation with age-life 
or purely physical deterioration, 
through system planning schedules. 

5. A saving of the time and expense 
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of maintaining depreciation accounts 
by individual units and subclassifica- 
tions. 


6. A flexibility such that its results 
need not be inconsistent with or re- 
pugnant to the requirements of any 
other accepted method of computing 
depreciation. On the contrary, the 

roposed method might function as an 
informal check or monitor on another 
system. Furthermore, its adoption for 
a test period would not commit man- 
agement to continued use of the 
method, 


7. As a by-product—a useful “pre- 
view” of system changes which could 
mean much to management in plan- 
ning and in correcting difficulties be- 
fore they get out of hand. 

8. A convenient means of allocating 
the depreciation reserve and the an- 
nual depreciation accrual to plant—by 
functional groups and accounts —as 
required by many regulatory au- 
thorities. 


HE trend toward exclusive use of 

arithmetical formulas in fixing 
depreciation requirements for electric 
utilities has not subsided yet. Perhaps 
some of us who have objected to the 
use of computations as a substitute for 
judgment have failed to realize that 
computations may be acceptable as an 
aid to judgment, and thus have over- 
looked one approach to a satisfactory 
solution of the problem. From a con- 
structive viewpoint and with the bene- 
fit of increasing knowledge and experi- 
ence, those who have to deal with the 
depreciation problem within the indus- 
try should find it possible to develop 
methods and procedure that are sound 
in principle and at the same time suffi- 
ciently detailed to meet the regulatory 
view as to the need of a mathematical 
treatment relating the depreciation re- 
quirement to the age and service life of 
the property. 
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It would be impossible to examine 
ways and means of analysis from the 
standpoint of soundness without first 
considering briefly the basic purpose 
of depreciation accruals and the depre- 
ciation reserve. To avoid the pitfalls 
of a general discussion of this subject 
we may begin with the simple question, 
“What are depreciation accruals used 
for?” The answer is that the depre- 
ciation accruals represented in the de- 
preciation reserve are used to retire 
property from plant account when that 
property is withdrawn from service. 

We may then ask, ““Whenis property 
withdrawn from service?” While 
there are several possible answers to 
this question the one that is perhaps the 
most significant from an analytical 
standpoint is that in the ordinary 
course of utility operation property is 
withdrawn from service only when its 
duty or function is taken over by other 
property. If the utility is operating at 
normal capacity before and after the 
retirement, such “other property” 
must be either new property or prop- 
erty displaced functionally, and there- 
fore made available, when new prop- 
erty is installed elsewhere on the sys- 
tem. It follows that plant retirements 
are associated, directly or indirectly, 
with plant additions. 


A a matter of fact plant retirements 
and plant additions are insep- 
arable from a functional standpoint. 
Charge work orders and credit work 
orders are authorized at the same time 
and pass through the engineering, con- 
struction, and plant accounting divi- 
sions of the utility side by side. When 
a charge work order is completed the 
related credit work order is completed; 
if the charge work- order is canceled, 
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RETIREMENT FORECAST METHOD OF GAUGING DEPRECIATION 


the credit work order also must be can- 
celed. The interdependence of the 
two programs has been brought to the 
attention of the industry during the 
period in which priority regulations 
have restricted new construction, and 
retirements also have fallen far below 
normal. 

Plant additions are projected from 
year to year and are budgeted, written 
into jobs or work orders, and finally 
constructed, as a result of continuous 
study by the management of present 
and prospective consumer demand, 
civic developments, availability of im- 
provements in equipment and methods, 
and many other engineering, financial, 
and economic considerations. Retire- 
ments from plant are an integral part 
of this careful planning and cannot be 
handled in any other way. 

To attempt to account for deprecia- 
tion on the basis of past experience 
alone is like trying to drive an automo- 
bile while gazing steadfastly into the 
rear view mirror; the backward view 
is of some value as it tells us where we 
have been, but the important thing is 
where we are going. What is needed 
in the treatment of depreciation is a 
procedure that will benefit from experi- 
ence but will preserve the all-important 
principle of looking forward rather 
than backward; that, while recogniz- 
ing age and expired service life as fac- 


q 
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“FROM a constructive viewpoint and with the benefit of in- 
creasing knowledge and experience, those who have to deal 
with the depreciation problem within the industry should 


tors to be considered, will give primary 
weight to the normal function of man- 
agement in planning property replace- 
ments. It is believed that the retire- 
ment forecast method of analysis here 
described meets these tests. 


HE retirement forecast method is 

in effect a reduction to simple 
mathematics of long-established prin- 
ciples followed by management in the 
administration of the depreciation re- 
serve. In considering the size of the 
reserve and the annual depreciation re- 
quirement the management must make 
allowance, first, for a moderate accrual 
of depreciation on the entire property ; 
second, for a building up in the reserve 
of any additional amounts necessary 
to provide for retirements known to be 
pending ; and, third, for maintaining a 
contingency element in the reserve to 
cover unknown or unforeseen losses. 
The proposed method is designed to 
analyze and evaluate these elements in 
the reserve. 

The method may be called an “ac- 
counting” method since it does not pur- 
port to measure the actual physical or 
functional depreciation in the property. 
It is designed primarily to throw light 
on the adequacy of the current depre- 
ciation accrual and to furnish a con- 
venient means of allocating both the 
accrual and the reserve to plant by 


find it possible to develop methods and procedure that are 
sound in principle and at the same time sufficiently detailed 
to meet the regulatory view as to the need of a mathematical 
treatment relating the depreciation requirement to the age 
and service life of the property.” 
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functional groups and accounts. When 
applied periodically as a check on the 
annual accrual it has shown remark- 
ably consistent results. Since the pro- 
cedure is still tentative in many re- 
spects, specific rates, periods, or allow- 
ances mentioned in the following para- 
graphs should be considered as illustra- 
tive rather than inherent to the method 
itself. 


ae retirement forecast method as- 
sumes that for purposes of analy- 
sis the depreciation reserve may be 
considered as made up of three separate 
elements : 


I. An amount accrued to date on ac- 
count of all depreciable property, 
except property scheduled for re- 
tirement in the next ten years. 

. An amount accrued to date on ac- 
count of property scheduled for 
retirement within the next ten 
years. This portion of the re- 
serve is supported by a retire- 
ment estimate prepared by the 
utility’s engineering staff respon- 
sible for system planning. 

. An amount considered as an al- 
lowance for unforeseen retire- 
ments. This portion of the re- 
serve is intended to provide for 
retirements occurring unexpect- 
edly or at an earlier date than an- 
ticipated, and to make up the 
deficit in all cases in which ac- 
cretions in parts I and II of the 
reserve are insufficient to meet 
the actual retirements. 


Most property is represented in part 
I of the reserve during the early years 
of its life, and in part II during the re- 
tirement forecast period, or ten years 
immediately preceding its retirement. 


t 
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rate, reflecting loss in physical cond. 
tion only; that when obsolescence, in. 
adequacy, governmental requirement 
or some other factor pointing to the w. 
timate retirement of the unit becomes 
apparent, the date of withdrawal of th 
unit from service is forecast and the 
accrual rate is then adjusted, usually 
upward, to meet the estimated retire 
ment date. It is assumed that the de 
preciation accrued against the unit 
transferred from part I to part II of 
the reserve at the time this adjustment 
is made. 


F geen to part I of the reserve 
representing property not schet- 
uled for retirement, are computed a 
rates based on so-called ‘nominal’ 
lives, the qualifying term being neces- 
sary because these lives are chosen 
from the standpoint of physical depre 
ciation only, functional depreciation 
being wholly disregarded. Some oi 
the depreciation rates and “nominal’ 
lives used in recent studies are: for 
overhead conductors, 2 per cent (50- 
year life) ; for meters, 2 per cent (50- 
year life); for substation equipment, 
13 per cent (67-year life) ; for struc- 
tures 1 per cent (100-year life) ; for 
underground conduit, one-half per cent 
(200-yearlife). If these lives seem far 
tastic, one has only to examine the rec- 
ords of old steamships, pumping et- 
gines, buildings, bridges, water mains, 
and the like to realize that the present- 
day electric property with adequate 
m-intenance could go right on serving 
the public for an astonishingly long 
period except for inadequacy, ob 





solescence, and other nonphysical fac- 
tors which are linked with such uncer- 
tainties as community development and 
advancement in the art. 


With respect to a typical unit of prop- 
erty, the assumption is made that the 
depreciation accrual proceeds for a cer- 
tain number of years at a low uniform 
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Figure 1, on page 73, shows how a 
single unit or group of property would 
be treated under the retirement fore- 
cast method of analysis. The unit rep- 
resented in the diagram has a “nomi- 
nal” life of sixty-seven years; its ac- 
tual life is reduced by obsolescence or 
inadequacy, or both, to (a) thirty years 
or (b) fifty years, and the retirement 
forecast period begins at (a) age 
twenty or (b) age forty, respectively. 
In either case depreciation is accrued 
at the “nominal” rate of 14 per cent per 
annum from the date of installation to 
the beginning of the forecast period. 
The rate of accrual is then adjusted up- 
ward so that that portion of the orig- 
inal cost not already provided for in 
the reserve will be made up by the be- 
ginning of the year in which the re- 
tirement is expected to take place. 


PS saipaipion nc for a typical item 
in a major equipment account, 
consisting of two turbo-generators 
scheduled for retirement in 1950, is 
shown in Table A. (See page 75.) 
The study was made early in 1944 and 
the computations are as at the end of 
1943. In this example it is assumed 
that the retirement was foreseen in 
1940, ten years in advance of the re- 
tirement date presently forecast, and 
that all depreciation accruals are now 
grouped in part II of the reserve. The 
total accumulation consists of an ac- 
crual of 14 per cent per annum from 
1917 and 1919, when the units were in- 
stalled, to 1940, the beginning of the 
forecast period, plus three years’ ac- 
crual at the higher rate necessary to 
meet the forecast date. In computing 
accruals for the earlier years, repre- 
senting physical depreciation only, it 
would seem appropriate to use the 
JAN. 17, 1946 74 


straight-line method, but the remain. 
ing accruals, representing functional 
as well as physical depreciation, may 
be computed by any accepted method, 
Here a 4 per cent sinking-fund rate is 
assumed. A computation for a typical 
item in one of the mass accounts is 
shown in Table B. (See page 76.) In 
this case the item consists of the esti- 
mated total amount to be retired from 
the account in 1946. 

In each of the above examples the 
computation deals with property 
scheduled for retirement in one par- 
ticular year, and makes use of a fore. 
cast period relating to that year only. 
When applied to a composite property 
for which a 10-year retirement esti- 
mate is maintained, the depreciation 
study makes use of a separate computa- 
tion, involving a different forecast pe- 
riod, for each year of the program in 


which property is scheduled to bejfi93 


retired. 


Ps III of the reserve must be suf 
ficient (and here the judgment of 
management is the only measure avail- 
able) to meet all contingent retirements 
not provided for in parts I and IT. Such 
retirements may be caused by hurri- 
cane, flood, fire, earthquake, sabotage, 
and similar hazards, or by an unantici- 
pated act of public authority. Retire 
ments of this nature may include also 
displacements of property due to eco- 
nomic changes, progress in the art, or 
the advent of a revolutionary scientific 
development such as the successful 
transmutation of atomic energy, in 
cases in which foreknowledge of the 
retirement is not sufficient to permit 
full accrual through the regular char- 
nels in parts I and II of the reserve. If 
the contingency allowance in part Ill 
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TABLE A 


CoMPUTATION OF INDICATED DEPRECIATION ACCRUAL ON Two TURBO-GENERATOR UNITS 
SCHEDULED For RETIREMENT IN 1950 By RETIREMENT ForEcAST METHOD 
Srupy As or DecemsBer 31, 1943 


Estimated 


Cost to Be Retired 


Stated by 
Year of 
Installation Cumulatively 


Indicated 
Depreciation Accrual 
Annual Cumulative 


Stated 


$210,000 $210,000 


1949 (status at estimated date of retirement) 


210,000 
409,476 
487,000 
487,000 
487,000 


487,000 


“BAccruals 1918 to 1940, inclusive, computed on straight-line basis at “nominal” rate of 14%. 


Accruals 1941 to 1949, inclusive, computed on 4% sinking-fund basis. 
Indicated reserve requirement at December 31, 1943, $255,436 


Indicated annual accrual, year 1944, $34,915 


i- $7,305 annually for twenty years. 





of the reserve should be drawn down 
excessively at any time owing to one 
or more heavy retirements, it could be 
restored over a convenient period of 
years by a plan of accretion that could 
be consolidated with accretions to parts 
Tand II. Part III acts also as a cush- 
ion in the reserve through which undue 
fluctuations in the over-all deprecia- 
tion rate due to speeding up or slowing 
down of the retirement program may 
be avoided. 


When the retirement forecast 
method is used for the purpose of test- 
ing an existing reserve, part III, or the 
contingency portion of the reserve, is 
represented by the difference between 
the existing reserve as a whole and the 
computed requirements for parts I 
and II alone. 

Thus, the amount which is avail- 
able in part III becomes a measure of 
the adequacy or inadequacy of the en- 
tire reserve. 
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HE completed study indicates the 

annual depreciation accruals nec- 
essary to maintain the reserve and sat- 
isfy the retirement program. The re- 
tirement program is revised annually 
and the study is carried through as a 
new computation at the end of each 
year. In this way the time-consuming 
procedure of maintaining depreciation 
accounts by small units and subclassifi- 
cations of property is avoided. 

It has been argued that the retire- 
ment forecast method is less sound 
than the straight-line, service-life 
method of depreciation analysis be- 
cause it fails to consider all of the fac- 
tors causing the ultimate retirement of 
property in determining the rate to be 
applied to the cost of property during 
its useful life. Proponents of the 


e 


straight-line, service-life method rel 
upon a semblance of exactness in thé 
method that is not borne out in fa 

The factual evidence is overwhelming 


that service life cannot be determined). 


in advance. Engineers concerned with 
the effect of physical, technological 
and economic developments on the 
plant find that the pro jection of retire 
ments for property in the lower ag 
groups is subject to such error as to 
be unacceptable for system planning 
Those who take the position that ac- 
tuarial studies based on the utility's 
past experience are a criterion of fv 
ture service life are assuming that his- 
tory will repeat itself, which is exactly 
what history cannot do, since history 
is not concerned with present cond- 
tions, but with an earlier stage in the 


TABLE B 


COMPUTATION OF INDICATED DEPRECIATION ACCRUAL ON TOTAL AMOUNT SCHEDULED 
For RETIREMENT IN 1946 rroM PoLes, TOWERS, AND FIxTURES ACCOUNT 
By RETIREMENT Forecast METHOD 


Stupy As or DEcEMBER 31, 1943 


Estimated 


Cost to Be Retired 
Stated “4 Indicated 


Year o 
Installation Cumulatively 


$ 43,789 


1932 
1933 to 1936, inclusive 
— (first year of assumed forecast period) 


1944 
1945 (status at estimated date of retirement) 


Stated Depreciation Accrual 


Annual Cumulative 
$ 1,314 
6,450 


$ 43,789 
71,187 $ 1,314 
644 5,136 


9,049 
37,440* 
24,481 
25,466 
26,476 
27,538 
28,626 
29,792 
30,984 


32,201 
33,497 


312,000 
312,000 
312,000 


Year of installation assigned on a “first in, first out” basis, 

Accruals 1930 to 1936, inclusive, computed by straight-line method at “nominal” rate of 3%. 
Accruals 1937 to 1945, inclusive, computed by 4% sinking-fund method. 

Indicated reserve requirement at December 31, 1943, $246,302. 


Indicated annual accrual, year 1944, $32,201 
*$9,360 annually for four years. 
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jevelopment of the utility’s property 
"nd business. 

Computations, no matter how 
Jaborate and detailed, can be no more 


ined valid than the premises upon which 


ey are based. 


TUDIES, in which retirements over 
considerable periods have been 
lassified by causes, have indicated 
hat in a rapidly growing property 
unctional factors and requirements of 
bublic authorities account for 80 to 90 
ber cent of all retirements, and it is 
'Unown that if the property were static 
‘Mhis proportion of nonphysical causes 
ould be greatly reduced. Obviously, 
YPredictions of property replacements 
‘Hilue to nonphysical causes can be made 
bnly for comparatively short periods 
and then only by continuing studies of 
he present plant in relation to known 
pnd estimated future service needs. At 
he time new property is installed the 
bnly known cause of its ultimate retire- 
ent is physical deterioration. The re- 
irement forecast method sets up an an- 
ual allowance for this known factor 
rom the date of installation and defers 
pllowances for the unknown factors 
ntil their nature and probable effect 
an be ascertained. As compared with 
pny method depending upon long-term 
pnd unsupported predictions, therefore, 
e retirement forecast method nar- 
ows the time element and relies upon 


Part I 


Of Reserve 
(Accrual on 
Property Not 
Scheduled for Scheduled for Due to Unfore- 
Retirement) 
$4,513,000 
4,716,000 
5,012,000 
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Total 
Depreciable 
Property 
$73,575,000 


455,000 


Beginning 


practical considerations such as the 
trend of economic and social deve]op- 
ment in the territory, growth in resi- 
dential, commercial, and industrial de- 
mand, and the planning of system 
changes necessary to meet these devel- 
opments. 

It may be contended that the pro- 
posed method of analysis is merely 
going the long way around to arrive at 
a result that could be obtained more 
readily by direct approach. Or it may 
be felt that there are arbitrary factors 
inherent to the method that cast con- 
siderable doubt on the value of its con- 
clusions. If the conclusions were to be 
based on a single study, as of one par- 
ticular date, the writer would be in- 
clined to agree with both criticisms, 
but that is not the intention. Repeated 
analyses of the same property develop 
trends that are far more informative 
than the results of any one study taken 
alone. 


— example, the retirement fore- 
cast method was applied as a check 
on a depreciation reserve to which ac- 
cruals were being made at a flat rate of 
23 per cent per annum on depreciable 
plant. Studies made at the beginning 
of three consecutive prewar years, 
based on identical assumptions as to 
“nominal” lives and other arbitrary 
factors, showed the results indicated 
below. 


e 


Part II 
Of Reserve 
(Accrual on 

Property 


Part III 
Of Reserve 
(Balance for 
Retirements Total 
Existing 
Reserve 
$13,607,000 
14,614,000 
15,024,000 


seen Causes) 
$1,247,000 
563,000 
230,000 


Retirement) 


$7,847,000 
9,782,000 
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Part I 


Of Reserve 

(Accrual on 
Property Not 
Scheduled for Scheduled for Due to Unfore- 
Retirement) 


Total 
Beginning Depreciable 
Of Year Property 
ae $89,048,000 
94,220,000 
99,942,000 


$5,386,000 
6,213,000 
6,863,000 


Part III 
Of Reserve 
(Balance for 
Retirements 


Part II 
Of Reserve 
(Accrual on 

Property Total 

Existing 

Reserve 
$15,011,00 

16,667,000 

18,612,00 


seen Causes) 
$1,338,000 
1,558,000 
1,262,000 


Retirement) 
$8,287,000 
8,896,000 
10,487,000 


2 


It was apparent that however de- 
pendent the absolute value of the con- 
tingency element in part III of the re- 
serve might be upon assumptions made 
in the study, a substantial decrease in 
this element in two consecutive years 
was significant. The progressive de- 
crease indicated that the rate of actual 
accrual during the period was some- 
what below the level necessary to main- 
tain the status quo of the reserve in re- 
lation to the prospective retirement 
program. 

Further studies of the same prop- 
erty for the three years immediately 
following showed a different picture, 
as outlined above. 


| Sap sarap of the 1942 and 


1943 studies to ascertain the 
cause of the substantial increase in the 
contingency element in 1942 and the 
minor increase in 1943 disclosed the 
following explanation: The upward 
steps were due to revisions of the re- 
tirement estimate brought about by the 
war, which necessitated postponing un- 
til later years in the estimate substan- 
tial retirements originally scheduled to 
be made during 1942 to 1944, inclu- 
sive. If the nature of the revisions had 
been such as to bring forward the re- 
tirements from later years to earlier 
years of the estimate, the effect would 
have been exactly the reverse. 
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In the 1944 study the previous year's 
retirement estimate was used with 
practically no change except for the 
usual extension of the estimate to 
cover one additional year in the future, 
and the downward trend of the balance 
for unforeseen retirements, noted in 
1940 and 1941, was resumed. This in- 
dicated that despite the increase in the 
unallocated portion of the reserve due 
to the freezing effect of the war on 
plant changes of every description, the 
rate of actual accrual to the reserve still 
was not sufficient to support the future 
retirement program without a gradual 
reduction in the unallocated reserve. 
Other figures developed from the study 
indicated that an increase of less than 
.5 per cent in the annual depreciation 
rate would be sufficient to reverse this 
trend and bring about a building up of 
the contingency element in line with 
the anticipated growth of the property 


itself. 
A’ already stated, certain features of 
the proposed method, such as the 
nominal depreciation rates assigned to 
property not included in the retirement 
program, are subject to modification 
from the standpoint of personal judg- 
ment or the needs of a particular situa 
tion. Also, the period adopted for the 
retirement forecast may be modified 
upward or downward from the 10-year 
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basis used in the studies described. For 
those particular studies it was believed 
that ten years was about as far in the 


tion procedure were considered unde- 
sirable, no commitment to the method 
would be necessary. The studies could 


Ri future as retirements could be esti- be used as an informal check on the 
Reser i mated, or even allowed for, ina system adequacy of the annual accrual and also 
5,011,000 planning program, but in other geo- as an aid in estimating distributions of 
Selon graphical areas or under more stable both the accrual and the reserve by 
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economic conditions a longer forecast 
period might be entirely practicable. 
Where original cost records are 
maintained by accounts and by years, 
and a planned retirement program is 
available, a moderate expenditure of 
man-hours on the part of the property 
record staff would suffice to carry for- 
ward the depreciation studies as a regu- 
lar annual project. If for any reason 
formal changes in established deprecia- 


functional groups and accounts. If 
and when the soundness of the method 
and its applicability to the property 
were demonstrated beyond question, its 
simplicity and other practical ad- 
vantages as compared with actuarial 
procedure should favor its acceptance 
by the regulatory body, and its flexi- 
bility should enable it to take full ad- 
vantage of further information and 
experience as time goes on. 





Wage Rates Key 


nag, eng as pressures exist for advancing wage rates and 
there is much reason for believing that the increases 
granted will necessitate price advances in many important lines. 
These advances tend to become cumulative in character, spread- 
ing throughout the industrial system. 

“In the interest of stabilization, businessmen should refrain 
from becoming panicky and should strive, as never before, to 
keep price advances, made necessary by increasing wage rates, 
at the lowest possible level. The low-price, expanding-market 
philosophy requires that the ratio between wages and prices be 
a constantly improving one. It is not always possible to lower 
prices in a positive sense, but it should always be possible to 
keep prices from advancing as rapidly as wages advance.” 

—Haroip G. Mouton, 
President, Brookings Institution. 
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The Challenge of Cooperatives 


They will continue to expand in the field of electric service, 

and in other fields, declares the author, because they set a higher 

standard of economic endeavor than the private companies 

which are concerned with profits first, while the coéperators 
apply the test: What is best for all concerned? 


By HARRY C. WOLFE 


ITHIN the circles of privately 
controlled industry one hears 


much discussion these days 


about codperatives. They are referred 


to as “economic poison ivy,” as a 


“sinister influence which may strangle 
American industry,” or as a device 
used by the government to gain control 
of industry. Ina recent article in Pus- 
Lic UTILITIES FoRTNIGHTLY, a writer 
places codperatives “under a micro- 
scope” to study the nature of this new 
blight on our intrenched, but slightly 
vulnerable, private industry. The re- 
sults of this study, with the aid of a 
microscope, indicate that the writer 
might have presented a better and more 
accurate picture if he had faced the 
real issue, which is man-sized and 
which can be studied without a micro- 
scope. 

What is a cooperative? As other 
writers in Pusiic UTILITIES Fort- 

1Pusrtic Utmiries FortNnicHtiy, Vol. 
XXXIII, No. 7, page 419, March 30, 1944. 


2Pustic Urtmitres ForrnicHtiy, Vol. 
XXXV, No. 6, page 350, March 15, 1945. 
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NIGHTLY have so generously agreed, a 
cooperative is a union of persons, 
banded together on a fully democratic 
and voluntary basis, to supply its mem- 
bers with goods or services, or both. It 
may employ its members in producing 
goods or services for sale, or sell the 
goods which are produced by its mem- 
bers, or provide credit or banking 
service for its members, or combine all 
these aims in one. The earnings or 
surpluses resulting from the operations 
of a cooperative are distributed among 
its members in a manner agreed upon 
by the members as fair to each and 
every one. 

Simple examples of codperatives are 
consumers grocery stores where con- 
sumer-members come together to form 
their own retail outlet for groceries 
(the first codperative, established in 
1844 at Rochdale, England, was a 
grocery store), housing codperatives 
in which groups of people join together 
to provide housing facilities for them- 
selves, and group health associations 
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THE CHALLENGE OF COGPERATIVES 


in which members share the responsi- 
bilities of medical care through paying 
equal monthly payments for complete 
health protection. Farmers commonly 
form cooperatives to purchase seed, 
fertilizers, and other farm supplies, 
and they also form selling or produc- 
ing codperatives to sell wool or to pro- 
duce butter. Occasionally labor groups 
will join together to form a producers 
cooperative which manufactures and 
markets the products of their labor. In 
recent years there has come into 
prominence a type of cooperative that 
is better known to the utility industry 
—rural electric codperative. 


o- no one, and least of all those 
engaged in a public service indus- 
try, will take issue with the principles 
of a cooperative. They study their 
own problems and make their own de- 


cisions—a much better and more demo- 
cratic practice than having decisions 
made in Washington, or New York. 
When a group of farmers decides to 
build some new barns for themselves 
and in doing so to pool their purchas- 
ing power and do the work themselves, 
we say this is a fine community spirit 
and we commend them for it. When 
iron ore companies form a cooperative 
to furnish transportation service for 
themselves, or if banks form a coop- 
erative to furnish clearing house serv- 
ices, we say it is good business. When 
doctors form a “producers” coopera- 
tive to furnish health service through 
a hospital it is all right; but if patients 
form a codperative to construct a hos- 
pital and engage the services of doc- 
tors, we are not so sure. When farm- 
ers join together to furnish electric 
service to themselves, they are frowned 
upon as hampering private enterprise. 


Fundamentally, codperatives are 
free enterprise at its best. Codpera- 
tives are that form of free enterprise 
which has wide ownership and demo- 
cratic control and whose motive is to 
provide better and more efficient serv- 
ice to meet the needs of the people 
rather than to obtain a profit for a rela- 
tive few. Membership is open to all, 
and each member has only one vote re- 
gardless of the number of shares that 
he may own. The return to the mem- 
ber is in proportion to his volume of 
transactions with the codperative. 


Re’ cooperatives have come into 
being except where there has been 
a pressing economic need. People 
gradually come to the realization that 
the system which serves them is not 
doing nearly as good a job as it might 
and they recognize that they can render 
better service for themselves. It is im- 
portant to note that people find in co- 
Operatives a method of meeting their 
needs within the framework of the es- 
tablished economy—free enterprise. 

Cooperatives have been set up to 
meet human needs and they have op- 
erated as a part of free enterprise 
wherever they have been established. 
The history of codperatives in the 
United States parallels that of codp- 
eratives in other countries. Codpera- 
tives the world over subscribe to the 
same general principles and differ 
only in some minor respects. Some co- 
Operatives have been _ established 
through the resources of their mem- 
bers, while some have had aid in one 
form or another from their govern- 
ments. 

Codperatives have been established 
in the United States only because some 
of the people of this country have not 
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received the goods and services under 
the existing system that they could 
reasonably expect to be made available 
to meet their needs. Codperatives are 
actually an expression of the people 
against certain inefficiency or at least 
partial shortcomings of a private profit 
economy and against what they believe 
to be the waste of idle men and idle 
resources. Even though private indus- 
try may have good reasons for not do- 
ing a better job, the simple fact re- 
mains that people would have found it 
unnecessary to form cooperatives if 
goods and services had been provided 
at fair prices and if opportunities for 
full employment had existed. That is 
why we have rural electric coopera- 
tives. 

What are the facts? The principal 
facts for electric codperatives are quite 
apparent. Perhaps these will give us 
an answer that can be applied to the 
whole problem. 

The important facts are: 

I. The farmer had a tremendous 
need for electric service (or fertilizer, 
or health service, or building mate- 
rials). 

II. To approach a standard of living 
equal to that of the country as a whole 
the farmer had to have electric service. 

III. The farmer made many efforts 
to get electric service. 

IV. Utilities, for reasons which are 
logical in a private profit economy, 


e 


were in the past, at least, able to serve 
only a very small percentage of the 
farmers, and then at high rates. 

V. By 1932 there was not only a 
greatly increasing demand for rural 
electric service but it was becoming 
apparent to the farmers and to our 
nation that there were great surpluses 
of man power and materials which 
could be put to useful service, one of 
which was rural electrification. 

VI. Farmers were unable to finance 
extensive rural electric systems with 
their own resources and utilities were 
unwilling to take the risk of themselves 
making capital expenditures for a 
large-scale rural program. 

VII. The Federal government de- 
termined that the idle man power and 
materials must be made available to 
construct the needed lines and to pro- 
vide the materials and equipment nec- 
essary to utilize the electric service 
even though the government was 
obliged to assume a risk in doing so. 


The facts of lesser importance are: 
1. Most utilities were not interested 
in accepting the government loans un- 
der the provisions laid down, nor the 
obligation of serving the farmers. 

. Cooperative groups persuaded the 
government that cooperatives could 
take the responsibility of the loans. 

3. The government, finding a prom- 
ising field, began to encourage and 
stimulate cooperatives. 

4. Most utilities built lines which 
were intended to protect the utilities’ 
area but which also blocked some co- 
Operative lines. Some codperatives 
did the same thing. 


has been a pressing economic need. People gradually come 


q “FEw codperatives have come into being except where there 


to the realization that the system which serves them is not 
doing nearly as good a job as it might and they recognize 
that they can render better service for themselves. It is im- 
portant to note that people find in codperatives a method of 
meeting their needs within the framework of the established 


economy—free enterprise.” 


JAN. 17, 1946 82 














5. Some utilities refused to sell 
wholesale energy to codperatives and 
some cooperatives refused to buy. 
Most cooperatives, however, use 
power generated by private utilities. 

6. A few utilities and codperatives 
worked out equitable arrangements for 
adequately serving the farmers in 
their joint areas. 

7. Codperatives had the advantage 
of low interest rates on government 
loans but they had the disadvantages 
of establishing new systems in the 
more sparsely settled areas and start- 
ing with inexperienced personnel. 

8. Utilities suffered the embarrass- 
ment and discomfort of government- 
financed competition in what had been 
their exclusive fields, but there was no 
financial loss or actual loss of business 
or profit. 

9. The activity of the codperatives 
actually stimulated utilities to engage 
in the construction of the better pay- 
ing farm lines and provided them with 
more revenue through the sale of 
wholesale energy to the codperatives. 

10. Theoretically, codperatives have 
some advantage in taxes in that there 
are state and Federal laws which give 
some exemptions to codperatives in 
corporation and income taxes. 

11. Utilities have opposed codpera- 
tives in many ways. The most recent 
method has been to emphasize that 
private utilities are “tax-paying busi- 
ness concerns” while stating or imply- 
ing that codperatives are tax exempt. 

12. Codperatives do pay taxes—they 
pay property taxes, sales taxes, use 
taxes, Social Security taxes, unem- 
ployment taxes, workmen’s compensa- 
tion taxes, real estate taxes, and taxes 
in the form of license fees. In general, 
cooperatives do not pay income taxes 
because earnings are refunded to the 
members—and because some have ex- 
emption under law. 


N’ let us try to understand some- 
thing of the circumstances out- 
lined in the above statement of facts. 
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What is the motivation that has stimu- 
lated the initial action which brought 
about these circumstances? In private 
industry the motivation is private 
profit. It is a desire to make an initial 
profit, to add to existing profits, to pro- 
tect the economic order which makes 
these profits possible, or to prevent 
some or all of these profits from being 
taken away by other private profit 
groups or by the government. In a so- 
ciety that has moved so slowly from 
the stone age this motivation is not too 
difficult to understand and it must be 
recognized in any steps that are taken. 

Even coéperatives and members of 
codperatives are motivated by a desire 
to add to their real income — more 
goods and services per member. But 
codperators have added a secondary 
motivation. It is a concern for others 
as well as for themselves. They~each 
want more goods and services for 
themselves but they want them for 
their neighbors also, and they are will- 
ing to join together in a democratic 
way to gain this end. Private indus- 
try, except in rare instances, has ad- 
hered strictly to the motivation of 
private profit while ignoring moral and 
social responsibilities. 

In more concrete terms, private in- 
dustry is concerned with profits first. 
If efforts for maximum profits lead to 
idle resources, idle materials, and idle 
men, the test remains the same: What 
action should be taken to obtain the 
maximum profit? Codperators, on the 
other hand, apply the test: What is 
best for all concerned? Codperatives 
are formed to meet individual needs 
and the needs of codperative groups 
through pooling of resources and ef- 
forts to meet common needs with avail- 
able men and available materials. 
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Reasons for Establishment of Codperatives 


tg Py reves vegens have been established in the United States only 

because some of the people of this country have not received 

the goods and services under the existing system that they could rea- 

sonably expect to be made available to meet their needs. Codperatives 

are actually an expression of the people against certain inefficiency or at 

least partial shortcomings of a private profit economy and against what 
they believe to be the waste of idle men and idle resources.” 





H ERE then is the real basis for con- 

flict. Private industry sees in co- 
Operatives a potential competitor who 
may in one manner or another reduce 
profits. Codperatives are not like the 
conventional newcomer in the accepted 
field of private enterprise. They can- 
not be absorbed into the recognized 
fold of private profit industry. They 
bring into the field of free enterprise a 
new standard—‘“What action will 
serve the best interest of all con- 
cerned ?”’ 

Codperatives are different in an- 
other way. Because they are attempt- 
ing to establish a new standard which 
is in the interest of large groups of 
people rather than a few, they receive 
some limited support from the people 
or the government. Even though 
private industry has been accustomed 
to obtaining favors from the govern- 
ment in the form of low interest loans, 
subsidies, tariff advantages, patent pro- 
tection, tax concessions, and regulated 
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monopoly, an objection is raised when 
cooperatives obtain from the govern- 
ment some aid through low-cost loans 
and minor tax concessions. 

What is the issue as private industry 
sees it? It is one of protecting its profit 
system from competition—competition 
that might either reduce its profits or 
substitute a different form of enter- 
prise. Private industry acts under the 
assumption that any form of competi- 
tion different from that set up under 
the standard of private industry is 
“unfair competition.” 


HAT is the basic issue as coopera- 

tives see it? It is a question of 
whether private profit enterprise shall 
continue to be the exclusive form of 
free enterprise or whether other forms 
of free enterprise with different stand- 
ards of profit and service shall be en- 
couraged and permitted to develop. 
Rather than blindly supporting private 
profit enterprise and expecting the gov- 
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ernment to protect it from all forms of 
competition, codperators believe that 
private profit industry should examine 
its standards to see if perhaps those 
standards should be modified in the 
light of human progress. Private in- 
dustry should not complain about com- 
petition from cooperatives unless it ac- 
quires some understanding of why co- 
Operatives exist and why it has been 
necessary to give them some small ad- 
vantages in getting started. 

What is the conflict between the 
private electric utilities and the electric 
cooperatives? Basically it is the same 
as the common conflict between private 
profit industry and other forms of co- 
éperatives. Private utilities see in co- 
éperatives the possibility of a new type 
of utility ownership which may grad- 
ually encroach on their existing sys- 
tems and take away the source of ex- 
isting profits. Until recently, utilities 
have not been generally concerned with 
the possibility of losing potential rural 
line profits. On the other hand, the 
people, as represented by the govern- 
ment which enacted the rural electrifi- 
cation legislation, and the farmers who 
formed the codperatives, were resolved 
to use available man power and mate- 
rials to extend electric service to farm 
homes regardless of the implications of 
the future of the private utility indus- 
try. It is important to note that this 
step was taken at a time when large 
volumes of man power and materials 
were idle in a private profit economy 
and that the basic motivation was not 
to compete with an existing industry 
but was to use these materials and 
man power to meet new urgent needs. 


\ ) 7111 the private utilities say today 
that the government and the 


farmers should have stood by in 1934 
waiting for private industry to extend 
electric service? If the developments 
resulting from government action to 
extend this service have not been in the 
best interest of all concerned, what 
would the private utilities propose? It 
is not enough to say that private in- 
dustry should have been left alone 
then—or now. If private profit is to be 
the sole standard.for action in the fu- 
ture, industry must demonstrate that 
it can—and will—render the maximum 
service to the people with all available 
man power used to best advantage. 

But in 1930 private utilities chose 
to pass up an excellent opportunity to 
extend rural lines in favor of taking a 
safe position. Utilities contended that 
the rural lines would not pay out even 
though it was apparent to the farmer 
that there were readily available man 
power, materials, and equipment to do 
the job. This attitude established the 
necessity for codperatives. As with 
other codperatives, the rural electric 
cooperatives were formed to meet a 
need—not to compete with private in- 
dustry or to take advantage of govern- 
ment subsidy. If utilities had made the 
service available on a reasonable basis, 
if they had manifested the same inter- 
est in rural service they now do, there 
would have been no occasion to form 
cooperatives. 

What is the government interest in 
cooperatives? The government is 
obliged to concern itself with codpera- 
tives because it is a responsibility of a 
democratic government to see that free 
enterprise—enterprise that is equally 
free to all — exists among its people. 
When industry under private owner- 
ship and control fails, or is not able, to 
meet adequately the needs of the peo- 
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ple, it is perfectly proper for the gov- 
ernment to take steps to encourage 
other forms of free enterprise, at least 
by way of supplemental service. 


I’ the government finds it necessary 
or desirable in providing for the 
welfare of the people to give some pref- 
erential treatment to a group that ap- 
pears most likely to meet the needs of 
the people, there should be no com- 
plaint from those who have had an 
ample opportunity to meet those same 
needs and have failed or neglected to 
do so. 

On the contrary there should be 
rejoicing that a solution has been 
found for a common responsibility. 
The government cannot permit great 
need to exist among the people while 
there are available men and materials 
to meet such need. The least that the 
government could do to meet the need 
for rural electric service was to encour- 
age some form of enterprise which 
showed possibilities of meeting the 
need. 

In opposing cooperatives some pri- 
vate utilities claim that the government 
should treat private utilities and codp- 
eratives equally, but they want equal 
treatment according to their own old 
rules. ; 


sider the equal treatment that is avail- 
able under the new rules? The two 
advantages that cooperatives have are 
open to private utilities also. Private 
utilities can obtain the low-cost loans 
from the government. Private utili- 
ties can be free of income taxes by be- 
coming codperatives, as defined at the 
beginning of this article, and returning 
all earnings to the consumers. This last 
step is actually much more realistic 
than expecting that the people will 
continue to favor a form of enterprise 
that places profits above human needs. 


HE use of government funds to 

finance electric cooperatives is 
only incidental. The codperatives are 
formed to get electric service to farms. 
Private banks or individuals may have 
provided the capital as they have for 
other cooperatives. But the risk was 
almost as great as the need. Only the 
resources of the government, combined 
with a bold determination to serve the 
people, were great enough to make such 
a risk possible. If there is anything 
wrong when a government elected by 
the people determines, by legislation, 
to lend the people’s money to codpera- 
tives that serve the people—an “of, by, 
and for” procedure—tet the critic first 
consider whether or not the previous 


Would it not be wiser to con- financial system was serving the com- 


e 
q “. . . private industry is concerned with profits first. If ef- 


forts for maximum profits lead to idle resources, idle mate- 
rials, and idle men, the test remains the same: What action 
should be taken to obtain the maximum profit? Coéperators, 
on the other hand, apply the test: What is best for all con- 
cerned? Codperatives are formed to meet individual needs 
and the needs of codperative groups through pooling of re- 
sources and efforts to meet common needs with available 
men and available materials.” 
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mon good. Government loans to co- 
dperatives are the people’s way of solv- 
ing the problem of financing an effort 
that is in the best interest of the nation 
as a whole. The return on such an in- 
vestment is not measured in dollars 
alone. The return is partly in human 
values. 

What do private utilities propose as 
alternatives to electric codperatives and 
government loans to codperatives? Do 
they propose to become, what most call 
themselves, public service companies? 
How do they propose to get electric 
and telephone service to all farm 
homes? One would gather from some 
utilities’ comments that if codperatives 
were only stopped, farmers (and many 
others who are without service) would 
automatically get all needed services. 
Is this the case? With fading competi- 
tion from mutual systems, what have 
the telephone companies done to ex- 
tend rural service? (There are fewer 
rural telephones today than there were 
in 1920.) If utilities had been success- 
ful in combating electric codperatives, 
would there be as many farms with 
electric service as there are? Do utili- 
ties now propose to serve all farms in 
their areas? 


6 b. answers are obviously “No.” 
But today utilities are taking 
steps that are equally farfetched. They 
say that we should put additional taxes 
on cooperatives. Will this get more 
service to farmers? They say that they 
should serve the farmers that “can af- 
ford” electricity and that the govern- 
ment may serve the balance. Will this 
get service to more farmers? But in 
most instances utilities make the plea, 
“Leave this to our own system of 
private (not free) enterprise and 


things will be all right.” Will leaving 
private enterprise to its own choosing 
result in the greatest service for the 
common good ? 

Before we come to a conclusion on 
the issues outlined above, let us re- 
view briefly the past relationship of 
cooperatives to utilities: Prior to 1930 
there were very few cooperatives that 
were rendering electric service. By 
1932 the expansion program of electric 
power systems as a whole had dropped 
from around $800,000,000 per year in 
the late twenties to less than $200,- 
000,000. Construction costs were high 
and in practically all instances exten- 
sions of service to farmers were de- 
pendent on cost of construction. Elec- 
tric equipment of the types that would 
be most useful to farmers had devel- 
oped rapidly during the twenties—re- 
frigerators, ranges, water pumps, feed 
grinders, brooders, milking machines, 
radios. But utilities were convinced 
that farmers could not afford these 
things and most farmers were too.* 


S° utilities handled requests for farm 
extensions by sending out engi- 
neers to estimate costs and “salesmen” 
to explain that the farmer couldn’t af- 
ford the extension. At the same time 
the utilities were laying off construc- 
tion crews, copper was selling for 8 


cents a pound, electrical equipment 
manufacturing plants had much idle 
capacity, people generally were pessi- 
mistic, and none in the utility industry 
dared stick his neck out by saying, “We 
have the men and materials and re- 
sources. Let’s build lines to serve 5,- 


000,000 (or even 500,000) farms.” 


8In my home state of West Virginia the 
state farm bureau slogan still reads, “Elec 
tricity for Every Farmer That Can Afford It.” 
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Advantage of Codperatives over Private Profit Industry 


<4 HE only real advantage that codperatives have over private 

profit industry lies in the motivation of codperatives. If private 
industry would place its desire to serve the public welfare on a par with 
its desire for profits, codperatives would have no advantage whatever. 
The limited advantages that codperutives have in the form of low-cost 
loans and minor tax exemptions are a by-product of their public service. 
The only way that private industry can earn equality with codperatives 

is to adopt the standards of codperative principles.” 





(Consider what a good job utility en- 
gineers could have done at this time if 
they had been given the task of ex- 
tending and improving distribution 
systems with faith in American 
progress.) But when the farmers be- 
gan to learn that electric service could 
be made available to farms on a reason- 
able basis and that they were joined 
by farseeing public servants — like 
George Norris—they had the courage 
to take steps to put idle men and mate- 
rials to work providing that service. 

With this background the govern- 
ment still attempted to extend electric 
service to farmers through the accept- 
ed system of private enterprise.* Low- 


° 


cost loans were to be made available to 
utilities to stimulate them in extending 
farm lines. Care was taken to retain 
the distribution of electrical equipment 
in the hands of private enterprise so 
that even today REA codperatives are 
handicapped in supplying their mem- 
bers with equipment on a cooperative 
basis. And the effect of initially staff- 
ing the REA with men who were 
schooled in dealing with private enter- 
prise rather than with codperatives re- 
mains, so that today only a few within 
the REA understand and subscribe to 
cooperative principles. But the utili- 
ties, apprehensive of government con- 
trol, declined the low-cost loans. 





4 When the rural electrification bill was un- 
der consideration by Congress, George Norris 
was convinced that all of the money made 
available for loans would go to the private 
utilities and that codperatives would not have 
a chance even though loans to codperatives 
were to be authorized. Long opposed to private 
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utilities because they had not served the pub- 
lic as well as he thought they should, Norris 
said: “Even so, I am willing that this bill (as 
agreed on in conference and providing for 
loans to private utilities) should pass. The 
farmers’ need for electric service is great and 
I see no other way for them to get it.” 








“Ss aw 





B” farm groups who knew the 
strength of codperatives pushed 
hard for loans from the REA, and the 
REA, softened a bit by the coldness of 
the utilities to its proposals, agreed to 
lend some money to cooperatives. They 
did so only after codperatives came in 
with detailed plans and signed guar- 
anties from prospective consumers 
that the lines would pay out. Slowly 
the REA became aware of the possi- 
bilities in codperatives. The result to- 
day is that codperatives, with all the 
handicaps of working in a government 
program, starting with inexperienced 
personnel, competition (fair and un- 
fair) from the private utilities, and 
serving only the areas that utilities 
could not find profitable, are serving 
over a million farm homes. The codp- 
eratives not only get the electricity 
there but they make ends meet in a 
businesslike manner. 

During the same time private utili- 
ties have added another million farm 
consumers to their own lines. Elec- 
tricity on these 2,000,000 farm homes 
has meant an increase in living stand- 
ards and productivity. It has meant 
utilization of our resources and pro- 
duction capacity to serve the people. 
Materials and man power have been 
used to construct the distribution lines 
and to manufacture the many appli- 
ances used on the farm. Farmers are 
sharing their production with the 
many thousand men 2nd women who 
operate these lines ana this sharing is 
to the advantage of both. The purpose 
of codperatives, and of the govern- 
ment in giving some aid to coopera- 
tives, has been to achieve this end— 
and more yet, until all farms have 
electric service. Can private utilities 
say as much? 
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Bx now it must be apparent even to 
utilities themselves that they could 
easily—starting in 1930—have con- 
structed lines to serve those 2,000,- 
000 farms without any guaranty of 
revenue other than their own under- 
standing of the farmers’ probable use 
of electricity at fair and reasonable 
rates. If utilities had tackled this job 
with foresight and with the means 
that were available to them they would 
now be in a position to serve the bal- 
ance of the farms to the mutual ad- 
vantage of themselves and the nation. 
Instead, private utilities held back un- 
til the farmer made the decisions for 
them. Now they complain that codp- 
eratives have an unfair advantage. Is 
this a reasonable complaint ? 

The only real advantage that coop- 
eratives have over private profit indus- 
try lies in the motivation of codpera- 
tives. If private industry would place 
its desire to serve the public welfare 
on a par with its desire for profits, co- 
Operatives would have no advantage 
whatever. The limited advantages that 
cooperatives have in the form of low- 
cost loans and minor tax exemptions 
are a by-product of their public service. 
The only way that private industry can 
earn equality with codperatives is to 
adopt the standards of codperative 
principles. 

In looking to the future and plan- 
ning for full employment, it is essen- 
tial that ways and means be developed 
to utilize fully our man power and 
material resources. The electric and . 
telephone utilities had a chance to take 
up their share of the slack in the early 
thirties, but they pleaded inability to do 
so because of financial limitations, 
whereas actually the limitation was 
established by placing private profit 
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above public service. If outmoded 
financial arrangements stand in the 
way of a prosperous economy, prevent 
men from getting work, and prevent 
consumers from getting needed goods 
and services, the conventional financial 
procedure must be set aside for a more 
realistic approach. The cooperatives 
did this. 


HAT do utilities see ahead? Do 
they see a continuing conflict 
with codperatives and government or 
do they see a much greater opportu- 
nity to serve the people than they have 
ever dreamed of in the past? Are they 
thinking of 3 cents a kilowatt hour 
with only the well to do using the elec- 
tric range, or do they see 1 cent a 
kilowatt hour with ranges and water 
heaters in most every home and heat 
pumps in a good share of them? Will 
utilities use their skill, resources, and 
leadership ability to deliver maximum 
service to the people, or will they cling 
to the restrictive test of “Will it pay 
a profit ?” and then complain when the 
government or cooperatives step in to 
do the simple and easy job of using 
available materials, productive capac- 
ity, and man power to serve the best 
interest of our people. 
Service to all at minimum rates is 
the only reasonable answer. Codpera- 


2 


tives will do the job if the utilities can- 
not. 

The struggle between utilities and 
codperatives is somewhat like the 
race between the hare and the tortoise. 
It is not the bragging of past accom- 
plishment, nor the self-confidence, nor 
the complaining of the heat of the race, 
nor the taking it easy along the way 
that wins. Technical improvements 
and increased use, which come largely 
from experience and which are auto- 
matic, are no indications of progress. 
Progress is measured by performance 
—the service delivered in relation to 
ability to deliver. Real progress comes 
from keeping everlastingly on the job 
and rendering the best possible service 
within the limits of ability to perform. 


HE answers come easier when we 

work under cooperative princi- 
ples. The dollar test is restrictive but 
the human value test is without 
bounds. Sometime ago an editorial in 
The Washington Post raised the ques- 
tion of full employment. It asked how 
full employment is to be brought about 
in ways consistent with the preservation 
of free enterprise, and stated ; “We con- 
fess we do not know the answer; to be 
frank, we think the stated goal is un- 
attainable without a continuous out- 
pouring of government funds. .. . The 


absorbing private industry or taking a share of its profits. 


q “CoOPERATIVES do not think in terms of competition—of 


Codéperatives do not believe in government control of indus- 
try—or codperatives. The one objective of codperatives is 
to do a better job of producing and distributing goods and 
services on a democratic basis. Wherever private industry 
fails to do the best job possible it may expect codperatives to 
assume some responsibility for that job.” 
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alternative would be to lower our 
sights.” Cooperatives are pointing the 
way for free enterprise without low- 
ering their sights. Codperatives have 
found the answer to be simple. If 
there are available men, or available 
materials, or available productive ca- 
pacity, they are put to work meeting 
the people’s needs. If, as a nation, we 
have sufficient man power and mate- 
rials for every farm home to have elec- 
tric and telephone service, and if the 
more urgent needs have been met, the 
only remaining question is the selec- 
tion of the proper mechanics of doing 
the job. Idle men and materials have 
proven that we can afford it. If there 
is government participation in the form 
of loans we do not have an “outpour- 
ing of government funds.” We sim- 
ply have positive government action to 
prevent wastage that occurs when men 
and materials are idle. Is this bad? 


Ws do codperatives see ahead? 
They see a society in which hu- 
man values are more important than 
dollars or machines, in which service is 
placed above profit. They see increased 
production with full employment and 
a fair share of goods and services to 


all. The mechanisms may prove a little 
difficult—just as it is difficult to estab- 
lish and operate a rural electric line— 
but the standards of codperatives as- 
sure success in ultimately achieving the 
stated goals. Codperatives see eco- 
nomic democracy where all men have 
economic freedom but are responsible 
to each other for the welfare of all. 

Codperatives do not think in terms 
of competition—of absorbing private 
industry or taking a share of its profits. 
Codperatives do not believe in govern- 
ment control of industry—or coopera- 
tives. The one objective of codperatives 
is to do a better job of producing and 
distributing goods and services on a 
democratic basis. Wherever private in- 
dustry fails to do the best job possible 
it may expect cooperatives to assume 
some responsibility for that job. 

Codperatives will continue to ex- 
pand in the field of electric service, and 
in other fields, simply because they set 
a higher standard of economic en- 
deavor. Those who are spending their 
efforts to protect what they consider a 
vested right cannot recognize the op- 
portunities for rendering better serv- 
ice. Where they fail, codperatives will 
provide the answer. 





Superiority of Private Enterprise 


“— Britain the government owns both telephone and tele- 
graph systems, and no one who has had experience with 
them doubts that the American system of private enterprise is 
superior. An analogous situation exists with regard to socialized 


medicine. 


“Despite these warnings there are innumerable fatalists who 
say we must go into state control of all these things, whether 


we like it or not. 


“That is approximately what the moth said just before he 
committed suicide by diving into a flame.” 


—EpIToRIAL STATEMENT, 
The Daily Oklahoman. 
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Outlook of Electric Utilities | 
Under Inflation 


Unless the purchasing power of the dollar starts 

taking fancy nose dives, it does not appear, declares 

the author, that even the common stockholders of 

these industries have much to fear from any degree 

of lessened money values we are likely to experience 
in the United States. 


By ERNEST R. ABRAMS 


HEN most of us talk about in- 

flation, we mean the wild and 

ruinous variety experienced in 
Germany after World War I. We are 
thinking about how in December, 
1923, or five years after the war had 
ended, wages were 108 trillion, whole- 
sale prices 119 trillion, and the cost of 
living 125 trillion times as much in 
German marks as they were only ten 
years earlier. 

We think, today, of inflation as 
something yet to be experienced in this 
country, without realizing we have 
had it for years. According to monthly 
releases of the Bureau of Labor Sta- 
tistics, the cost of living in the United 
States last September was 85 per cent 
higher than in 1913 and 30 per cent 
above the 1940 level, while the Office 
of Economic Stabilization recent- 
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ly placed the cost of living at the 
end of November at one-third above 
that of January 1, 1941. 

We may, moreover, have substan- 
tially more inflation in this country be- 
fore World War II is paid for. With 
wages and prices chasing each other, 
while the volume of production re- 
mains constant or declines, we are fast 
establishing an ideal culture in which 
inflation may breed. As a result we 
may see the prices of nonregulated 
goods at several times their present 
level; but there is little possibility that 
we will have the ruinous type of infla- 
tion rampant in Germany a quarter of 
acentury ago. We did not lose the war 
and we do not face the prospect of pay- 
ing huge indemnities to our former 
enemies. So we have no need of wreck- 
ing our financial structure and reduc- 
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ing people to poverty in an attempt to 
evade payment of unpopular debts. 

But even with the mild inflation we 
can expect over the next decade, the 
profits of such price-regulated indus- 
tries as electric utilities may be adverse- 
ly affected. Although their retail rates 
are publicly regulated, and renewed at- 
tempts to socialize the industry are be- 
ing made through establishment of far- 
flung public power projects, these serv- 
ice institutions have little control over 
their costs. 


HAT, then, will be the effect of 

further inflation on the earnings 
of privately owned electric utilities? 
How serious must it become to erase 
all possibility of common or preferred 
stock dividends, to threaten or prevent 
the payment of interest? Will there be 
any offsetting reliefs to temper its 
shock to these enterprises ? 

As a prelude to this discussion, it 
might be well to glance at the table on 
page 94. Since this article is being 
prepared during the first week of De- 
cember, 1945, the income account of 
the industry for the full calendar year 
is not available but that of the 1944 
year will serve our purpose just as well. 
Since, however, the new Revenue Act 
with its elimination of the Federal ex- 
cess profits tax is now on the books, 
both actual and adjusted income ac- 
counts are presented. And it should be 
remembered that elimination of the 
excess profits tax does not cause a cor- 
responding decrease in the industry’s 
total Federal tax bill. Since taxable 
income will still be subject to the nor- 
mal income tax, the saving to the in- 
dustry will be only some 53 per cent 
of the excess profits tax previously 
paid, or about $111,000,000. 


Pure operating expenses took the 
biggest bite out of total revenues last 
year, accounting for nearly 40 cents of 
every dollar received and comprising 
about 57.3 per cent of total operating 
deductions on an adjusted basis. These 
expenses, under prescribed systems of 
accounting, fall into the five following 
general classifications : 


Production Expense 

Transmission and Distribution .... 
Commercial Accounting 

Sales Promotion 

Administrative and General 


Total Operating Expenses 


8 i eerragnier a these classifica- 
tions do not lend themselves to 
analysis in determining the probable 
effect of further inflation upon the 
costs of the industry. They are, ac- 
cordingly, split into the following 
types of expenditures: 

Millions 


Salaries and Wages 
Maintenance—Excluding Labor .. 
Miscellaneous 


Total Operating Expenses 


The cost of fuel is the most im- 
portant by far of the operating ex- 
penses incurred by electric utilities. 
During 1944 approximately 68 per 
cent of all electric energy pouring into 
the public supply was generated by 
fuel consumption and 32 per cent by 
falling water. Exclusive of the small 
amount of waste wood consumed in 
electric generation, all fuel-burning 
plants contributing to the public sup- 
ply used 82,310,000 tons of coal or 
coke, 20,810,000 barrels of fuel oil, 
and 359,500,000,000 cubic feet of nat- 
ural gas. Reduction of all three fuels to 
a coal-equivalent basis shows that coal 
or coke represented more than 81 per 
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1944 Income AccouNT or ALL 
PrivaTety Ownep Exectraic UTILITIEs 


Total Revenues* 
Operating Expenses 
Depreciation 

Total Operating Deductions 


Gross Corporate Income 
Interest and Other Fixed Charges 


Net Income 
Preferred Dividends 


Balance for Common and Surplus 


Actual 
Millions 
Of Dollars 
3,080 


1,225 
309 


Adjusted 
Millions 
Of Dollars 
3,080 


39.8 1,225 
10.0 309 
22.8 592 
2,126 
27.4 954 
10.8 334 
16.6 620 20.2 
4.1 125 4.1 


Per 
Cent 


100.0 


Per 
Cent 
100.0 

39.8 

10.0 
19.2 


69.0 


31.0 
10.8 


72.6 


12.5 495 


*Combined operating and nonoperating revenues. 





cent of the fuel, exclusive of wood, 
consumed in the generation of electric 
energy last year. And since the amount 
of anthracite so consumed is negligible, 
this “coal or coke” proportion prima- 
rily means bituminous coal. 
Unfortunately, from the standpoint 
of utility fuel costs under inflation, the 
bituminous industry is not only highly 
unionized but the head of the United 
Mine Workers has shown both a dis- 
position and an ability to secure fre- 
quent wage boosts for his members. 
More than that, having made substan- 
tial contributions of union funds to po- 
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litical campaigns in the past, he has 
demonstrated that he and his members 
are factors to be weighed in plans for 
political success. 


r wages were not so important an 
element of cost in the production of 
bituminous coal, this unionization and 
forceful leadership of its miners would 


not now be so serious. But in 1944 
these miners received approximately 
60 per cent of the average mine- 
mouth selling price of the coal they 
dug—$1.60 of the $3 per ton which 
the industry received for its output. 
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In view of this status of bituminous 
labor, it seems obvious that UMW 
members would demand and receive 
corresponding wage increases as the 
cost of living rises, regardless of the 
ability of the bituminous industry to 
pay. And, if this vital industry is not 
to be reduced to a state of wholesale 
bankruptcy and its output sharply re- 
duced, the electric and gas utilities and 
the railroads of the country, which use 
nearly half the soft coal mined each 
year, would have to pay proportionate- 
ly more for it. Fuel costs, then, repre- 
sent one of the weakest points in the 
armor of privately owned electric utili- 
ties for protection from the ravages of 
inflation. 

Although not so strongly unionized 
as bituminous miners, utility workers 
have shown a disposition to demand 
wage increases as the cost of living 
mounts and to strike if they don’t get 
them. Employees of Consumers 
Power Company were on strike for 
nearly a week in Michigan during the 
fall of 1945, and operating employees 
of Consolidated Edison threatened to 
stop service in New York city if wage 
demands were not met. 


[= many other industries, electric 
utilities suffered from a shortage 
of man power during the war. The 
number of employees engaged in elec- 
tric operations alone decreased from 
242,750 in 1939 to 201,275 in 1944, or 
by 17.1 per cent. At the same time, due 
in part to the need of overtime work, 
electric operations payrolls increased 
from $339,546,200 in 1939 to $387,- 
750,000 in 1944, or by 15.1 per cent. 
In other words, where the average an- 
nual pay per electric operations worker 
was roughly $1,400 in 1939, it had in- 


creased to around $1,926 by 1944. 
Should workers returning from the 
armed forces and war plants be reém- 
ployed to bring electric operations em- 
ployees up to the level of 1939, while 
1944 pay levels remain in effect, the 
electric operations payroll of the in- 
dustry would be raised to $467,650,- 
000, or by more than a fifth. 

The foregoing calculations, it will be 
noted, are based on 1944 payrolls, ap- 
plied to 1939 employees, and do not 
give effect to any further pay boosts 
resulting from higher living costs. 
Yet, with the increasing unionization 
of electric utility workers and the evi- 
dent bid being made by official Wash- 
ington for the labor vote in 1946 and 
1948, it seems reasonable to assume 
that any further increases in the cost . 
of living will bring pay boosts to these 
workers. And, when it is realized that 
wages and salaries consumed more 
than 123 cents of every revenue dol- 
lar received by privately owned elec- 
tric utilities in 1944, the adverse effect 
of further substantial pay increases to 
these fixed-rate enterprises becomes 
evident. 


ree the third of the ex- 
penditure classifications of elec- 
tric utilities, is a hybrid. It is comprised 
of the cost of materials and supplies 
used to keep utility systems in operat- 
ing condition and the wages of the 
workers who devote these goods to 
that end. Accordingly, while the main- 
tenance expense of all privately owned 
electric utilities totaled $186,000,000 
last year, it has been arbitrarily as- 
sumed herein that $81,000,000 of that 
sum represented the cost of labor and 
$105,000,000 the cost of the materials 
and supplies it used ; and, since the cost 
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of labor involved in maintenance has 
been included in the “salaries and 
wages” classification, only the cost of 
materials and supplies consumed in 
maintenance is now given considera- 
tion. 

Yet, the National Industrial Confer- 
ence Board recently has estimated that 
salaries and wages have comprised 66 
per cent of total national income over 
the past sixteen years. This means 
that the cost of labor, including the 
compensation of all employees from 
the highest executives to the muscle- 
bound flunkies, constituted two-thirds 
of the final net values of all goods and 
services into which it entered. Ob- 
viously, then, any wage increases based 
on the rising cost of living of workers 
engaged in producing the materials and 
supplies utilized by electric utility 
maintenance employees will bring a 
corresponding rise in their cost. 

o tw brings us down to the fourth 

and last general classification of 
electric utility operating expenditures 
—their miscellaneous operating costs, 
which totaled $327,000,000 in 1944. 
The various items composing this 
group of costs are both tangible and 
intangible. Some of them are priced on 
the basis of long-term contracts and 
others on day-to-day market fluctua- 
tions. Included are rent and insurance, 


q 


7 


legal and accounting fees, ink and lead 
pencils, scratch pads and annual re- 
ports, SEC registration fees and se- 
curity certificates. In the absence of an 
exhaustive analysis of all outlays and 
contracts, it is impossible to say which 
of them will be affected by inflation. 
But suppose we take a chance and as- 
sume that half of these expenditures 
will be boosted by increases in the cost 
of living. 

We are now ready for a recapitula- 
tion. If our calculations and assump- 
tions are correct, we have a total of 
$1,061,000,000 of electric utility out- 
lays for operation alone on the basis of 
1944 results that are vulnerable to any 
further inflation, or 86.6 per cent of 
total operating expenses. Here they 
are: 


Salaries and Wages 
Maintenance Materials and Supplies 
Miscellaneous Expenditures 


Operating Costs Vulnerable 
to Inflation 
H™ much further inflation must 
we have to erase all common 
stock dividends and contributions to 
surplus? Since the adjusted balance 
available for these purposes in 1944 
was $495,000,000, an increase of 46.7 
per cent in the combined costs of fuel, 


wages and salaries, maintenance mate- 
rials and supplies, and miscellaneous 


388 
105 
163 


“ALTHOUGH not so strongly unionized as bituminous 
miners, utility workers have shown a disposition to demand 
wage increases as the cost of living mounts and to strike if 


they don’t get them. Employees of Consumers Power Com- 
pany were on strike for nearly a week in Michigan during 
the fall of 1945, and operating employees of Consolidated 
Edison threatened to stop service in New York city if wage 


demands were not met.” 
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operating costs as listed above would 
do the trick. How much of an increase 
in these operating costs would wipe out 
all chances of dividends of any charac- 
ter? An increase of $620,000,000, or 
58.4 per cent, would be required. And 
how high would these expense items 
have to rise to cancel all dividend and 
interest payments? It would take a 
boost of roughly $954,000,000, or 
89.9 per cent. 

Fortunately, there are circumstances 
that would alleviate the adverse effects 
of inflation on the earning power of 
electric utilities. Companies like Pa- 
cific Gas and Electric, Washington Wa- 
ter Power, Duke Power, and Niagara 
Hudson Power with a high proportion 
of generation facilities in hydro plants, 
where not only fuel costs are low but 
the amount of labor in production de- 
partments is small, would be less ad- 
versely affected than utilities of the 
type of Boston Edison, Detroit Edi- 
son, Philadelphia Electric, or Common- 
wealth Edison, which are large con- 
sumers of fuel. In addition, numerous 
/ utilities have clauses in their rate con- 
tracts which protect them from rising 
fuel prices. Consolidated Edison of 
New York, for instance, is permitted 
increases of 5 mills and 2 mills, re- 
spectively, for each kilowatt hour con- 
sumed in homes and factories, for 
each 10 per cent rise in coal costs 
above the basic price. 


ge the greatest measure of relief 
to be afforded privately owned 
electric utilities faced with rising costs 
will come from reductions in their 


’ Federal tax liabilities. State and local 


taxes, which increased from $212,000,- 
000 in 1939 to $235,000,000 in 1944, 


or only 11 per cent, are no serious bur- 


den to them. Their wartime tax wor- 
ries have come from Federal exactions, 
which rose from $140,000,000in 1939 
to$468,000,000 last year—an increase 
of 234 per cent in only five years. 

The Federal taxesofprivatelyowned * 
electric utilities are of three general 
types. First are the miscellaneous 
levies, like the 3.3 per cent excise on“ 
energy sold at retail, and those on pur- 
chases of gasoline and other supplies. 
They totaled only $67,000,000 in 1944, 
or only 14 per cent of all Federal exac- 
tions. In all probability they will be 
continued and might even be increased 
if inflation assumed serious propor- 
tions. 

Next came Federal income taxes, 
which totaled $191,000,000 last year 
or about 41 per cent of all Federal ex- 
actions from them. And, finally, Fed- 
eral excess profits taxes, comprising 
45 per cent of their total Federal tax 
bill, amounted to $210,000,000. In 
effect, then, approximately 86 per cent 
of all taxes levied by the Federal gov- 
ernment against privately owned elec- 
tric utilities were based on the net in- 
come remaining after fixed charges 
had been covered. 


uT this “road map” of Federal 
taxation has been revised under 

the new Revenue Act. Not only has 
the excess profits tax been eliminated 
but the rate of normal income tax as- 
sessment has been changed from a flat 
40 per cent of the taxable income of all 
privately owned utilities to 38 per cent 
or 39 per cent, depending upon the size 
of revenues and profits. As a result, 
all taxable income will be subject to 
normal income taxes, with the pre- 
viously designated excess profits be- 
coming normal income. Under this ar- 
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rangement the normal income tax will 
be equivalent to approximately its 
1944 actual figure, plus about 47 per 
cent of what was previously paid as 
excess profits tax. 

Yet, because the normal income tax 
—as its name implies—is levied on in- 
come, which is calculated after all 
fixed charges and half the preferred 
dividends have been paid, it provides 
an escape valve for privately owned 
electric and gas utilities suffering from 
a severe attack of inflation. Just as you 
don’t buy automobile license plates if 
you don’t own a car, utilities earning 
no more than their fixed and half their 
preferred dividend requirements (pro- 


vided they pay them) will not be re- 
quired to pay Federal income taxes. 

On the basis of 1944 operating re- 
sults, with Federal taxes adjusted to 
provisions of the new Revenue Act, 
privately owned electric utilities will 
have a backlog of $302,000,000 of 
Federal exactions annually to help 
them carry through any period of in- 
flation. Accordingly, unless the pur- 
chasing power of the dollar starts tak- 
ing fancy nose dives, it would not ap- 
pear that even the common stockhold- 
ers of these fixed-price industries have 
much to fear from any degree of infla- 
tion we are likely to experience in the 
United States. 





It Could Only HAppen in CAliforniA 


2 


AAAAAAAAAA. 


HE PAcific Telephone & Telegraph CompAny recently 
stirred up An AlphAbetical hornet’s nest. It sounded like 


The compAny hAtes A’s. It Asked the staAte rAilroAd 
commission for permission to put unnecessAry A’s At the bot- 
tom of its yellow clAssified directory listings. 

Business firms like the A A A AAbey DAy And Nite Service 
And the A A-A A AccurAte StenogrAphers no longer would 
get top billing in the directory. And they don’t like it. John R. 
JAckson, owner of the A A A AAbey So Forth CompAny, 
Announced he would oppose the telephone compAny’s petition 
And would Ask the Aid of All the A people in the book. 

On the other hAnd, the phone compAny sAys the A’s Are 
becoming A pAin in the neck. 

“One compAny in Los Angeles wAnts 20 A’s in front of its 
nAme in order to be listed first in the moving And transfer 
section,” An officiAl of the compAny moAned. “Now it hAs 
only 13, And seems to be worried. People even go into court 
to get their nAmes chAnged to things like A. A. A. A. A. A. A. 
AAron to be first, And then seek injunctions AgAinst others 
copying them.” 

If the compAny’s petition is grAnted, the A crowd will 
be put directly under the Zylch’s in the clAssified directory. 
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Government Utility 
Happenings 


a hh day”—a 3-month process 
—has just about ended for the 
Rural Electrification Administration. 
The lending agency, located in St. Louis 
since March, 1942, now has transferred 
the bulk of its personnel into offices in 
the Agriculture Department. 

Not all of REA’s personnel are mak- 
ing the move. Nearly 300 staff members, 
most of them typists, clerks, and stenog- 
raphers, refused to leave St. Louis for a 
variety of reasons. These are being re- 
placed in Washington, chiefly with work- 
ers from other Federal agencies which 
are reducing wartime staffs. 

REA’s move was made gradually. 
Some two-score members of the full staff 
of more than 700 persons left for Wash- 
ington in November. By January Ist, 
nearly 300 employees, including Admin- 
istrator Claude R. Wickard and most of 
his division chiefs, were settled in the 
capital. All those remaining in St. Louis 
who intend to go to Washington will do 
so before the end of January. 

Washington’s high cost of living, the 
shortage of housing, and a general re- 
luctance to move their homes lock, stock, 
and barrel were chief deterrents to the 
300 workers who decided to stay in St. 
Louis. With the new Army record cen- 
ter preparing to open in the Missouri 
metropolis and employ a large local staff, 
the problem of finding other employment 
was not difficult. Clerks in the lower in- 
come brackets were afraid to risk Wash- 
ington’s notorious living prices. Since St. 
Louis also has faced a serious housing 
shortage since the early days of the war, 
others did not care to give up homes for 
which they had searched so long. 

Most of the staff making the change 
swapped homes for apartments. Rent- 


ing houses in Washington is out of 
the question these days, and it is almost 
as hard to buy. Indeed, had it not been 
for the assistance of the Federal Hous- 
ing Administration, it is unlikely that 
they should have found even apartments. 
The FHA has helped to place the re- 
turnees in Federal housing developments, 
turning over to them apartments being 
vacated by departing Army and Navy 
personnel. Naturally, REA employees 
are not happy about giving up houses 
for small apartments, but they are doing 
surprisingly little griping about it. 

The personnel and information sec- 
tions of the agency are only too happy 
that the whole business is about com- 
pleted. As soon as the Agriculture De- 
partment order directing the transfer be- 
came known in St. Louis, REA was 
swamped with telephone calls from em- 
ployees, their friends, and their land- 
lords. All wanted to know when the move 
was to start, who would leave first, how 
long it would take to effect the transfer. 


| lpn pee there was much shift- 
ing of furniture in the Agriculture 
Department to make room for the re- 
turning agency. Department spokesmen 
insist that there will be plenty of space 
for all REA employees, but this phase of 
the transfer, at least, seems to have 
lagged a bit. Plans have been made to 
locate REA in the south wing of the huge 
Agriculture building, but at present its 
staff is working at desks almost all over 
the department. 

Forthcoming reorganization of Fed- 
eral agencies by the President, which 
was authorized by Congress just before 
Christmas, may remove REA from Agri- 
culture supervision, it is rumored. It is 


99 JAN. 17, 1946 








PUBLIC UTILITIES FORTNIGHTLY 


not too much of a secret that REA would 
welcome independent agency status, Ag- 
riculture has its own somewhat limited 
reorganization plan—the merging of 
REA, Farm Credit Administration, and 
other lending agencies within the depart- 
ment under the supervision of a special 
assistant secretary. 


* * * * 


(oem of a $95,000,000 mul- 
tiple-purpose development project 
in the Payette river valley, near Boise, 
Idaho, has been proposed by the Bureau 
of Reclamation. According to a bureau 
report approved by Secretary Ickes, the 
Payette unit of the Mountain Home 
project would irrigate 230,000 acres of 
arid land and generate approximately 
620,000,000 kilowatt hours of hydroelec- 
tric power annually. 

The project provides for use of Boise 
river waters for irrigation purposes in 
the Mountain Home area by replacing 
these waters with a surplus diverted 
from the Payette river watershed. 

Plans also call for construction of one 
reregulating dam and reservoir, and one 
storage dam and reservoir with combined 
storage capacity of approximately 1,337,- 
000 acre-feet ; two diversion dams; three 
power plants with a total capacity of 
165,000 kilowatts; irrigation canals; 
transmission lines, substations, and “oth- 
er facilities as may be necessary for the 
transmission of electric energy from the 
power plants to existing and potential 
markets.” 

The report has been submitted to the 
governors of Idaho, Oregon, and Wash; 
ington, and to the Secretary of War for 


review. 
~~ a ~ 


“oe Rural Electrification Adminis- 
tration is both unwilling and unable 
to make agreements with private utilities 
for sharing rural power development, 
Administrator Claude R. Wickard re- 
ports. 

In a recent speech in Atlanta, Mr. 
Wickard said that he has neither the au- 
thority nor the desire to “divide terri- 
tory” with private companies. He also 
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charged that private utilities are tryin 
to confuse the public about REA. He 
said: 

It is difficult for some people to see that 
the REA is not just another utility. Recently 
I was asked why I am unwilling to sit down 
with the heads of private utilities for the 
purpose of dividing territory between the 
REA and the private utilities. I have abso- 
lutely no authority to come to any such agree- 
ment, and I would not want to use such au- 
thority if it were offered to me. 

The people themselves ought to make the 
choice as to how they wish to be served. I 
would not want to deny any group of peo- 
ple the right to own or acquire or operate 
facilities for their own benefit. That would 
be interference with free and private enter- 
prise. 


He recommended REA as the best 
means of obtaining electric services in 
farm areas, and charged that private util- 
ities have been trying “to convey the 
impression that they have exclusive 
rights to all new construction of generat- 
ing and transmission facilities.” Private 
companies also are trying to stop self- 
liquidating government loans to REA, he 
added. 

“Such action would put REA con- 
sumers where they would have no ade- 
quate defense against those people who 
have always charged whatever they 
thought the traffic would bear so far as 
the cost of wholesale power was con- 
cerned,” he declared. 

During a discussion which followed 
Mr. Wickard’s talk, several REA off- 
cials accused private utilities of reducing 
rates in an effort to discredit REA. 


x* * * * 


|B greene of Interior generating 
plants marketed 18,000,000,000 kil- 
owatt hours of power —nearly 9 per 
cent of the national total — during the 
past fiscal year. This figure was revealed 
in a division of power report to Secre- 
tary Ickes on December 16th. 

The report, which was prepared by 
Arthur Goldschmidt, director of the pow- 
er division, did not indicate the total rev- 
enue produced by the sale of this energy. 
However, Mr. Goldschmidt said that 17,- 
820,000,000 kilowatt hours were pro- 
duced by the Bonneville Power Adminis- 
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tration, the Bureau ‘of Reclamation, and 
Southwestern Power Administration, 
and of this amount 17,300,000,000 kilo- 
watt hours were sold for a gross revenue 
of $45,500,000. 

Power plants under the jurisdiction of 
Interior have increased their output of 
saleable power by nearly 14,300,000,000 
kilowatt hours since 1940, and by 500,- 
000,000 kilowatt hours in the past year. 
Mr. Goldschmidt said : 

A large percentage of this power went 
directly into war production. The fact that 
we had some major installations operating 
at the beginning of the war and that others 
were nearing completion made possible many 
of the great war industries of the country, 
particularly those in the Northwest. From 
the Columbia river projects alone, 7,300,- 
000,000 kilowatt hours were delivered to 
war industry during the past fiscal year. 

The Department of Interior is now mar- 
keting power from the largest aggregate of 
hydroelectric capacity in the world, includ- 
ing power which is generated at dams oper- 
ated by the Army Corps of Engineers. 


The investment in facilities at projects 
from which the department markets pow- 
er, he added, is now approximately $425,- 
000,000, on the basis of tentative esti- 


mates. 
os ere 


1TH half a year still to go, Rural 

Electrification Administration al- 
ready has committed practically all of 
the funds appropriated by Congress for 
loans during the current fiscal year. By 
January Ist, 21 states already had re- 
ceived all the funds to which they were 
entitled by the REA budget, Adminis- 
trator Claude R. Wickard announced re- 
cently. 

Congress authorized REA to lend 
$200,000,000 during the fiscal year end- 
ing June 30, 1946. More than $127,000,- 
000 of this amount already has been 
loaned, and REA has applications for ad- 
ditional loans totaling $190,000,000, Mr. 
Wickard said. This would leave applica- 
tions for loans totaling $117,000,000 
which cannot be covered by currently au- 
thorized lending furds. 

By October 1, 1945, REA had granted 
loans totaling $619,323,631 to 941 bor- 
rowers over a 10-year period, Mr. 


101 


GOVERNMENT UTILITY HAPPENINGS 





Wickard added. Borrowers had repaid 
$99,788,598 in principal and interest. 

REA borrowers are. operating more 
than 437,000 miles of rural power lines 
and are serving 1,344,000 farms and oth- 
er rural establishments. 


* * * * 


bmn relaxation of restrictions 
on natural gas operations has been 
suspended by the Federal Power Com- 
mission. In a recent notice directed to all 
natural gas companies, FPC announced 
that (1) unauthorized construction of 
facilities will no longer be tolerated ; (2) 
applications for piecemeal construction 
on extensive extensions of facilities will 
not be approved. 

During the war the commission fol- 
lowed a policy of granting temporary 
certificates of convenience and necessity 
for natural gas projects whenever ma- 
terials and equipment for such construc- 
tion became available. This policy was 
justified by the urgent and increasing 
demands for fuel for war industries. 
According to FPC staff members, the 
commission also overlooked the action of 
some companies in extending facilities 
first, and applying for certificates later. 

Materials now are moreeasily obtained 
and the urgency of the situation ended 
with the war, FPC holds. “Appropriate 
action” is promised in case of future 
unauthorized construction or operation 
of facilities. The warning continued : 

The commission . . . believes that the 
natural gas companies should now be able 
to plan their construction programs for the 
reasonable future so as to avoid the filing 
of multiple applications involving portions 
of what are essentially single extension proj- 
ects. Intermittent applications for piecemeal 
construction are costly in time and money. 
Moreover, proper planning and timely ap- 
plication for authority to construct new fa- 
cilities will reduce so-called emergency ap- 
plications under § 7 of the Natural Gas Act, 
and thus provide for adequate capacity and 
service. ... 

The commission recognizes the possibility 
that natural gas companies may be faced 
with real emergency situations, and is pre- 
pared to act promptly to enable companies 
to deal with such contingencies when shown 
to exist and where the public interest de- 
mands emergency action. 
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ier EMPIRE RuRAL ELECTRIFICA- 
TION, INc., of Washington will great- 
ly extend its distribution system during 
the coming year as a result of a recently 
approved REA loan of $515,000. Chief 
item of construction scheduled is the 
building of 500 miles of distribution lines 
to serve 600 new farm accounts in Spo- 
kane, Whitman, and Garfield counties. 
Most of this construction will be in hith- 
erto isolated areas which have never had 
power facilities, it was reported. 


x* * * * 


ROPOSED flood-control and hydroelec- 

tric projects in Virginia now are being 
studied by a special board of investi- 
gators on behalf of the state. The board, 
recently appointed by Governor Darden, 
is composed of professors of engineering 
of three Virginia colleges. 

Besides going over reports by the 
Army’s Corps of Engineers on prospec- 
tive projects, the new group will study 
possible tax losses in the areas of pro- 
posed dams, the compensation to be paid 
to landowners, and the extent of lands 
to be flooded. The board will report to 
the governor in “layman’s language.” 

Its first investigations will include the 
flood-control and power projects pro- 
posed by the Engineer Corps on the 
Roanoke and James rivers. 


x * * x 


EARINGS on the long-debated St. 
Lawrence seaway project got un- 
der way before a special Senate commit- 
tee as Congress reconvened after the 
holiday recess. The Senate group, a sub- 
committee of the Foreign Relations Com- 
mittee, will consider a bill recommend- 
ing approval of the project by a majority 
vote of the Senate and House. 

The Senate, jealous of its treaty-mak- 
ing powers, thus far has refused to con- 
sider the proposed St. Lawrence develop- 
ment other than in the light of a treaty, 
requiring a two-thirds majority for pas- 
sage. 

It is considered unlikely that the 
new hearings will permit a simple ma- 
jority of both houses to approve the proj- 
ect. 
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Senator Hatch (Democrat, New Mex- 
ico) is chairman of the subcommittee, 
Other members are Senators Hill (Dem- 
ocrat, Alabama), Tunnell (Democrat, 
Delaware), LaFollette (Progressive, 
Wisconsin), and White (Republican, 
Maine). 

Former President Hoover negotiated 
the seaway development in the form ofa 
treaty, which was turned down by the 
Senate in 1934. 


*« * * * 


HE New Jersey Chamber of Com- 

merce last month reiterated its op- 
position to a proposed Federal plan to 
make the St. Lawrence waterway a navi- 
gation lane to ports on the Great Lakes. 
J. K. Hiltner, chairman of the chamber’s 
industrial traffic committee, described 
the project as “harmful to the interests 
of New Jersey,” with New Jersey tax- 
payers having to contribute approxi- 
mately $60,000,000 estimated as the total 


cost, 
. 2 2 © 


WIN proposals to create a Columbia 

Valley Authority now are before 
congressional committees. The Senate 
Commerce Committee is studying the 
measure proposed by Senator Hugh B. 
Mitchell (S 1716), while the House Riv- 
ers and Harbors Committee has a com- 
panion bill (HR 5083), which was in- 
troduced by Representative Henry M. 
Jackson. 

Senator Mitchell and Congressman 
Jackson, both Democrats of Washing- 
ton, have asked for early hearings on the 
proposals. They claim that President 
Truman has informed them that he fa- 
vored early adoption of such legislation 
and unified use and improvement of nat- 
ural resources of the Columbia river 
watershed. 

The bills would create a 3-man board 
patterned after the Tennessee Valley Au- 
thority. The new authority would be em- 
powered to generate and distribute hy- 
droelectric power, irrigate arid land, im- 
prove navigation facilities, prevent 
floods, conserve soil, and protect forests 
and wild life. 





Wire and Wireless 
Communication 


EVELOPMENT of frequency modula- 

tion (FM) and television is con- 
fronting the radio broadcasting industry 
with the most perplexing problems of 
its 25-year existence. The complexities 
of these problems are outlined in an arti- 
cle by Joseph M. Guilfoyle in the De- 
cember 26th issue of The Wall Street 
Journal. 

Broadcasters are worrying chiefly over 
the costs of utilizing these two innova- 
tions in an industry already struggling 
with increases in wages and ordinary 
operating expenses. According to some 
experts, FM, which is static-free radio, 
will cost more than $50,000,000 to in- 
stall, with television installations run- 
ning perhaps twice as much, Advertising 
revenues cannot be expected to increase 
sufficiently to cover any great portion of 
this added burden. 

While time sales during 1945 showed 
an increase over the previous year and 
probably will continue good, there is in- 
dication that the industry’s advertising 
income is leveling off. Mr. Guilfoyle ex- 
plains : 

The reason broadcasters’ business is not 
likely to get much better is simple. The 
only thing they have to sell is time—the six- 
teen or eighteen hours a day when the pub- 
lic is listening to its radio. Unlike the maker 
of a washing ‘machine or radios, the broad- 
caster cannot add a third shift or build a 
new plant when demand begins to outstrip 
the supply of his commodity. 

Increased rates are being considered 
by some broadcasters, but the leading 
networks are not contemplating any early 
action along these lines. Although indi- 
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vidual station rates have increased when- 
ever a station added more listeners 
through a jump in power or expanding 
population in its area, the networks have 
had no general rate increases for several 
years. 


] & poo the change over from the 
present standard band broadcast- 
ing to FM, now getting under way, the 
industry will have to operate two trans- 
mitting services. Even though a program 
is carried by both standard and FM sta- 
tions, broadcasters won’t be able to 
charge advertisers more since they will 
not be reaching any larger audiences. It 
is estimated that 95 out of every 100 
homes in most markets have ordinary 
wave-length radios, so FM will add little 
to the total audience. 

On the other hand, the marketing of 
FM sets will gradually reduce the num- 
ber of listeners with ordinary sets, since 
no set can tune in both types of broad- 
casts. 

The period of replacement is esti- 
mated at five years or more. 

During this time broadcasters may not 
be able to use the same music for both 
FM .and conventional type broadcasts. 
James Petrillo’s American Federation of 
Musicians has ruled that the same musi- 
cal programs cannot be used for both 
types of broadcasting unless the com- 
pany hires a similar number of stand-by 
musicians. The networks have stopped 
duplicating standard musical programs 
over their FM facilities, and they are 
fearful that the Petrillo policy may 
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spread to actors and other professional 
radio performers. . 

The industry expects that it will be 
at least five years before television can 
support itself. Estimated cost of a first- 
class television station for a major city 
has been set at more than $300,000, about 
$100,000 more than the cost of a com- 
parable standard broadcast station. Cos- 
tuming, scenery, and programming ex- 
penses would be additional. 


* * * * 


oo Union TELEGRAPH Com- 
PANY has announced that it will 
adopt a new microwave radio relay sys- 
tem which has been developed by Radio 
Corporation of America. The telegraph 
company will spend several millions of 
dollars during the next five years or so 
to install the system, the announcement 
stated. 

The RCA development is reported to 
differ entirely from the pulse-time-mod- 
ulation system of the International Tele- 
phone & Telegraph Company. RCA 
claims that its system is simpler, requir- 
ing less equipment at relay towers, and 
that it is cheaper to operate and possesses 
greater freedom from distortion and in- 
terference. 

Both systems use very high-frequency 
radio waves which travel in straight 
lines and require the use of relay towers 
spaced about 30 miles apart. Eventually, 
it is expected that they will do away with 
all telegraph poles and lines. 


* * * * 


f preyee of the Rural Electrifica- 
tion Administration on December 
18th said they hope that development of 
carrier telephones on rural power lines 
eventually will link the 191,330 Arkan- 
sas farms which, during the 1940 Fed- 
eral census, were without telephone serv- 
ice. 

Tests made near Jonesboro on De- 
cember 17th were the first for continuous 
operation under working conditions, al- 
though many field tests of the equipment 
were made over REA-financed lines be- 
fore the war. In the Arkansas test, car- 
rier telephone equipment was installed 


by the Southwestern Bell Telephone 
Company of St. Louis for use in homes 
of four members of the REA-financed 
Craighead Electric Cooperative of Jones- 
boro. 

REA officials said they believe many 
of the 32,616 rural consumers in the 
state, who are served by the 20 REA 
borrowers operating 10,080 miles of line, 
are outside areas reached by rural tele- 
phone lines. 

They expressed hope that the Arkan- 
sas test will prove the practicability of 
providing telephone service over the 
same lines that deliver electricity to rural 
homes. Approximately 20 per cent of 
Arkansas farmers have central station 
electric service. 

Although engineers in charge of the 
project warned that the carrier telephone 
is in the experimental stage and that fur- 
ther experiments will be necessary be- 
fore it can be used commercially, the 
new equipment promises to increase im- 
measurably the value of REA rural elec- 
tric systems in the nation, officials said. 


* * * * 


o enable GI’s in Germany to talk 

with their homes, fifteen telephone 
men crossed the Atlantic by plane recent- 
ly and are now in Europe to establish 
commercial overseas radiotelephone fa- 
cilities between 8 German cities in the 
American zone of occupation and the 
United States. It was hoped to have this 
service, which is being established at the 
request of and with the codperation of 
the U. S. Army, available before Christ- 
mas. Initially, service will be on a one- 
way basis from Germany to this coun- 
try. 

Technical and commercial personnel 
of the Long Lines Department of the 
American Telephone and Telegraph 
Company will arrange facilities for com- 
mercial telephone operation at Frank- 
fort, Heidelberg, Bremen, Kassel, Nur- 
emberg, Berlin, Stuttgart, and Munich. 

Calls from the occupation zone will 
be handled at first only at a single center 
in each German city served. In the in- 
terests of fairness, calls will be limited 
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to three minutes and probably it will be 
necessary to book them several days in 
advance. The rate for calls to any point 
in the United States will be $12. 

Calls placed from the American zone 
of occupation in Germany will be subject 
to the regulations of the theater com- 
mand and initially will be restricted to 
military personnel. Both because the 
local telephone service is not operating 
and because of the difficulty of locating 
persons in the zone, it will not be pos- 
sible at present to place calls from this 
country and arrangements for telephon- 
ing will have to be initiated abroad. 

Two overseas radiotelephone circuits 
will be available to carry the voices of 
the GI’s to their families and friends at 
home. Army radio transmitting and re- 
ceiving equipment at Frankfort will be 
operated by the telephone company and 
from the Army with the rank of Lieu- 
tenant Colonel early last month after 
land lines to the other German cities con- 
nected. Additional equipment to provide 
this service has been furnished by the 
Bell system and shipped abroad. 

The Long Lines Department staff 
which flew to Germany to establish the 
new radiotelephone service was headed 
by R. R. Mallory, who was discharged 
from the Army with the rank of Lieu- 
tenant Colonel early last month after 
serving in the North African and Italian 
campaigns, and in France and Austria 
with General Patch’s Army. Once the 
service is set up by the Americans, Army- 
approved German civilians will be hired 
to assist in all phases of the work. 

The Bell system reported that since 
the restoration of radiotelephone service 
to many overseas points, American serv- 
icemen and women stationed abroad have 
called home in such numbers that the 
volume of radiotelephone calls has tri- 
pled over prewar days. Particularly 
heavy traffic is now being experienced 
with Great Britain, France, Italy, Switz- 
erland, The Netherlands, Panama, Ha- 
waii, and Australia. 

ee 


Tre Bell system on December 19th 
announced plans for extensive serv- 
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ice trials of mobile radiotelephone serv- 
ice along three intercity highway routes 
totaling nearly 1,000 miles. The routes 
are those between Chicago and St. Louis, 
via Ottawa, Peoria, and Springfield, Illi- 
nois; between New York, Albany, and 
Buffalo; and between New York and 
Boston. 

When these services are established 
it will be possible for any suitably 
equipped vehicle on the highways along 
these routes or any boat on adjacent 
waterways to make and receive calls to 
or from any telephone connected to lines 
of the Bell system. Transmitting and re- 
ceiving stations required to provide the 
2-way voice communication service will 
be located along the routes. 

Applications to serve the Chicago-St. 
Louis route have already been filed with 
the Federal Communications Commis- 
sion by the Illinois Bell Telephone Com- 
pany. It was expected that applications 
for the other routes would be made soon. 
However, operation of the new service 
will not begin until several months after 
the FCC has authorized construction. 
This interval is required to permit erec- 
tion of transmitter-receiver stations and 
to equip vehicles with sets. 

Highway mobile radiotelephone serv- 
ice, which will make it almost as easy to 
telephone to or from a properly equipped 
vehicle on the road as between any two 
regular telephones, will operate like this: 

Calls will be handled by mobile service 
telephone operators. The conversations 
will travel part of the way by telephone 
wire and part of the way by radio. If a 
caller in Chicago wants to talk to the oc- 
cupant of a certain automobile some- 
where between Chicago and St. Louis, 
he will first reach “Long Distance,” ask 
for the mobile service operator, and give 
her the call number of the vehicle. She 
will route the call over telephone wires 
to one of the transmitting-receiving sta- 
tions along the highway which sends the 
signal on to the vehicle by radio. The 
car occupant will receive an audible and 
visual signal indicating that he is wanted. 
He then will pick up his dashboard tele- 
phone and answer. Under his fingers as 
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he holds the telephone handset will be a 
“push-to-talk” button which will permit 
him to switch from listening to talking. 


HE occupant of a mobile unit will 

be able to originate calls merely by 
picking up his telephone, listening to 
make sure the circuit is not in use, and 
pushing the “talk” button. This will sig- 
nal the mobile service operator and she 
will “come in on the line.” He will give 
her the telephone number he wants and 
the call will go through. 

It is planned to make the trials under 
actual operating conditions. A number 
of companies, including truck lines, bus 
lines, long-distance movers, utilities, and 
other organizations, have indicated a de- 
sire to participate in the test. According- 
ly, it is expected that several hundred 
vehicles will be equipped initially to send 
and receive messages on the three routes. 

Plans for Bell system mobile radio- 
telephone service on intercity routes are 
extensions of plans announced previous- 
ly for urban mobile service. 


* * * * 


HE New York Public Service Com- 

mission, in a letter written by 
Chairman Milo R. Maltbie, notified the 
New York Telephone Company last 
month that it expected the company to 
reduce intrastate long-distance rates to 
the level of interstate toll rates recently 
announced by the American Telephone 
and Telegraph Company. All of the 
stock of the New York Telephone Com- 
pany is owned by AT&T. He wrote: 

It would seem that the same rates for the 
same distance should be charged in intrastate 
service that the parent company is charg- 
ing for interstate service and that your rates 
should be reduced accordingly. If there is 
any valid reason why this should not be 
done promptly, will you please advise the 


commission not later than the twentieth of 
December ? . 


The revision of interstate long-dis- 
tance rates by AT&T involves a reduc- 
tion of about $20,000,000, of which ap- 
proximately $17,000,000 will apply to 
message tolls and $2,700,000 to teletype- 
writer service. 
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Most of the AT&T reductions, the 
commission said, applied to distances in 
excess of 400 miles, which is the longest 
route within New York state. The only 
reduction up to 400 miles under the 
AT&T revisions, which are effective on 
February 1st, are for distances between 
340 and 354 miles, where the interstate 
rate is reduced from $1.10 to $1.05, and 
for distances between 370 and 392 miles, 
where the rate is reduced from $1.15 to 
$1.10. 

Some changes also dre indicated in 
the AT&T tariff for the New York-New 
Jersey tolls up to 40 miles, where reduc- 
tions of 5 cents each will be made at 
several points. 

Ok * * * 


CIVIL suit charging antitrust viola- 

tions in the manufacture and sale 
of television equipment was filed in New 
York city in the Federal court on De- 
cember 18th by the government against 
five corporations and three individuals, 
in which they were accused of delaying 
the opening of a new field of entertain- 
ment and education. 

The corporate defendants are Para- 
mount Pictures, Inc.; Television Pro- 
ductions, Inc. ; General Precision Equip- 
ment Corporation; Scophony Corpora- 
tion of America; and Scophony, Ltd., 
London. All have offices in New York 
city. The individuals are Paul Raibourn, 
president of Television Productions; 
Carle G. Hines, president of General 
Precision ; and Arthur Levey, president 
of the American Scophony Corporation 
and a director of Scophony, Ltd. 

United States Attorney General Tom 
C. Clark and his assistant, Wendell 
Berge, in charge of the antitrust division, 
alleged that the defendants entered into 
a conspiracy whereby General Precision 
and Television Productions have com- 
plete control over the promotion, utiliza- 
tion, or the suppression of the Scophony 
inventions within the Western Hemis- 
phere, particularly the United States. 

The complaint said that between 1937 
and 1939 Scophony, Ltd., obtained basic 
patents on two revolutionary systems of 
television. 





Financial News 


and 
Comment 


By OWEN ELY 


FPC Review of the Utilities’ 
Financial Record 


te Federal Power Commission re- 
cently issued’ its bulletin on “The 
Financial Record of the Electric Utility 
Industry 1937-1944," from which the 
two accompanying charts are repro- 
duced, (See pages 108 and 109.) 

One of these charts indicates a 
7-year gain in kilowatt-hour sales of 82 
per cent, in revenues of 43 per cent, and 
in utility plant of 7 per cent, but does not 
include a trend line for net income which 
during the period dropped nearly $11,- 
000,000, or over 2 per cent. 

The plant account figures in the con- 
solidated 1937-44 balance sheet for the 
electric industry are a little difficult to 
analyze. It would be interesting to have 
the actual amounts added to plant ac- 
count for construction expenditures 
during the 7-year period, since the fig- 
ures compiled by the Edison Electric In- 
stitute, the Electrical World, etc., are 
not very satisfactory. The yearly changes 
in plant account in the FPC balance sheet, 
figures do not of course reflect plant ex-/ 
penditures, because of plant write-offs. 
During the wartime period 1941-1944, 
there was a net gain of less than 1 per 
cent in plant account despite an increase 
in capacity of over 10 per cent, This re- 
sult was due to changes in the accounting 
methods for registering earlier invest- 
ments, initiated or ordered by the FPC. 
These changes should be clearly indi- 
cated in the balance sheet, in order that 
investors and others may be properly in- 
formed. This could easily be done by 
the method formerly used by the Inter- 
state Commerce Commission in report- 
ing plant account of the railroads. For 
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many years the plant account remained 
frozen at the 1907 level, when the ICC 
began its investigation and revision of 
the figures; additions and betterments 
made in subsequent years were indi- 
cated in a separate item. In similar 
fashion, the original plant account for A 
and B utilities could be “frozen” at the 
1935 level, before regulatory adjust- 
ments of the old plant account began to 
affect the figures. Additions and better- 
ments made since that time would then 
indicate the real growth of plant account, 
while the write-offs would be reflected in 
the decreasing amount of the 1935 
figure. 


‘ amount of the write-offs can of 
course be computed roughly from 
the special reviews issued from time to 
time by the FPC. In its recent bulletin, 
the commission pointed out that in 
1944 some $400,000,000 of amounts in 
excess of original cost was eliminated, 
while “unclassified and undistributed” 
plant was further reduced by a substan- 
tial amount. For the entire 7-year pe- 
riod, the review stated, some $800,000,- 
000 of “inflation” was eliminated from 
the utility plant accounts, of which about 
$700,000,000 was accounted for by FPC 
orders. 

This would seem to indicate that 
plant account increased during the 
seven years by about $1,702,000,000, of 
which $800,000,000 was canceled by 
the reduced value assigned to the pre- 
éxisting plant. During the 7-year period 
total construction expenditures as com- 
piled by the EEI aggregated $3,451,- 
000,000 but this included municipal 
plants and rural cooperatives as well as 
electric utility companies; replacements 
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were also included, which substantially 
explain the wide difference in the figures. 

Regarding the analysis of plant ac- 
count as between different services, the 
FPC pointed out that “while at the close 
of the year unclassified investment in 
plant was still approximately one billion 
dollars, progress in proper accounting 
for these items was so advanced that 
more than 90 per cent of the unclassified 
amounts at the end of the year was con- 
tained in the accounts of only 11 large 
utilities.” 


The FPC composite balance sheet does’ 


not distinguish between reserves for de- 
preciation and those for amortization of 
plant, which are thrown together, so 
that it is difficult to analyze the figures. 
The composite reserve has nearly dou- 
bled in the last seven years, increasing 
from $1,495,249,000 in 1937 to $2,821,- 
973,000 in 1944; the ratio to the utility 
plant has increased from 10.8 per cent 
to 19.1 per cent. 


D™= this rapid uptrend in total re- 


serves indicate that present depre- 
ciation accrual rates are too high? Per- 
haps not if the utilities are to replace a 
substantial amount of obsolete generat- 
ing equipment in the next few years ; and 
the results of atomic power are a ques- 
tion mark in the future. However, the 
rapid increase in the reserves makes it 
imperative for both the utilities and the 
commissions to clarify the confused 
philosophy back of depreciation account- 
ing, from a regulatory as well as an en- 
gineering viewpoint. 

The FPC points out that the ratio of 
long-term debt to gross plant account has 
declined from 50 per cent in 1937 to 43 
per cent in 1944. This ratio is infre- 
quently used—the standard yardstick is 
the ratio of debt to net plant. On this 
basis the improvement was less striking, 
the ratio dropping from 56 per cent to 
54 per cent. During the 7-year period, 
despite substantial changes in other 
items, the capital structure changed very 
little : 

1944 
46.5% 
15.5 


1937 
Long-term debt 47 8% 
Preferred stock 14.8 
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The commission states that the per- 
centage ratio of total utility operating 
income to net utility plant, “which ratio 
is roughly comparable to the so-called 
‘rate of return,’ as computed on the basis 
of book figures,” increased from 6.2 per 
cent in 1937 to 6.6 per cent in 1944. This 
increase was undoubtedly due to the 
commission’s policy of marking down 
plant account to “original cost when first 
devoted to public service.” Thus a sub- 
stantial amount of capital has been elimi- 
nated from the utilities’ books which rep- 
resented bona fide investments by se- 
curity holders. Naturally, with this 
elimination of capital the rate of return 
would ostensibly be higher. Moreover, 
the commission makes no allowance in 
its calculation for working capital, which 
is usually added to net plant account in 
determining “fair value’’ on an engineer- 
ing appraisal basis. Without attempting 
to make a technical analysis of this fac- 
tor it may be mentioned that, if current 
assets had been added to net plant ac- 
count, the earnings ratio would have 
been approximately the same in both 
1937 and 1944, at 5.7 per cent. 


Common stock equity .... 37.4 
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Latest Earnings Report 
Of the FPC 


ECAUSE of special interest in the post- 

war trend of utility earnings, the 
FPC monthly bulletins on sales, rev- 
enues, and income of privately owned 
class A and B electric utilities are being 
more closely watched than usual. The 
latest bulletin, issued December 21st, 
showed results for the month of October 
and for the twelve months ending Oc- 
tober 31st. In that month, kilowatt sales 
showed diverse trends, with residential 
service up 9.7 per cent and commercial 
6.7 per cent, while industrial sales 
dropped 16.2 per cent and other sales to 
ultimate consumers 5.8 per cent. Total 
sales, including amounts wholesaled to 
other electric utilities, were down 6.2 per 
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FINANCIAL NEWS AND COMMENT 


cent for the entire month of October. 

Revenue figures made a better show- 
ing, with an over-all gain of .2 per cent; 
the increase of 7.5 per cent in residential 
revenues and 8.3 per cent in commercial 
were sufficient to balance the dip of 9.6 
per cent for industrial service, the de- 
cline of 4.6 per cent in sales to other elec- 
tric utilities, and the 9 per cent drop in 
the small item of “other electric rev- 
enues.” 

In the expense items, fuel savings con- 
tinued to be outstanding, this item being 
11.7 per cent under the previous year. 
Salaries and wages were up 3.2 per cent 
and other expenses gained 6.4 per cent, 
while depreciation increased .7 per cent. 
Taxes dropped 18.1 per cent, presum- 
ably due to heavy charge-offs of pre- 
miums on bonds and preferred stocks 
which were refunded. Many companies 
set up offsetting items, “charges in lieu 
of tax savings,’ and these items were 
probably included in amortization of debt 
discount, etc., which this year showed a 
gain almost equal to the drop in taxes. 
Interest charges were down 8.6 per cent, 
but this saving was small as compared 
with the jump in the amortization item. 
Net income showed an increase of 8.1 
per cent over last year ; but, in view of the 
many crosscurrents at this time, the gain 
has less significance than under more 
normal conditions. Moreover, as point- 
ed out in a previous issue, the utilities 
have been unusually favored in their 
hydroelectric operations by- abundant 
water supply throughout the country. 

The statement for the twelve months 
ending October 31st has less signifi- 
cance, since it covers both the wartime 
and postwar period. Net income gained 
3.4 per cent over the earlier period. 


* 


Changes in Balance Sheet 
Accounting 


AY interesting innovation appeared in 
the balance sheets of Sioux City 
Gas & Electric Company and Iowa Public 
Service Company in the prospectus of the 
former in connection with a recent sale 


of common stock. All items pertaining to 
the common stock equity — the par 
amount of the common stock, the 
premiums on common and preferred 
stocks, and the earned surplus — were 
grouped together, with a total amount 
reflecting the equity for the common. 
Another total was also given for pre- 
ferred and common stock equity, thus 
making it easy to compare bonded debt 
and total stock. Security owners and stu- 
dents of finance are interested in capital 
ratios, and this facilitates noting the ap- 
proximate relations of the items at a 
glance. Ordinarily, of course, the sur- 
plus figure appears at the bottom of the 
balance sheet as though it were unrelated 
to the common stock. This reform in ac- 
counting procedure might well be gen- 
erally adopted. 

Another needed reform is to segregate 
the reserves for depreciation and prop- 
erty amortization from the miscellaneous 
reserves (such as injuries and damages), 
and bring them over to the asset side, 
placing the total reserve under the utility 
plant account as a deduction, to arrive 
at net plant account. This practice is uni- 
versally followed by industrial com- 
panies and just why the railroads and 
utility companies have not adopted it is 
somewhat of a mystery. The fault may 
rest with the regulatory commissions 
which have set up accounting classifica- 
tions. 

The present system results in mak- 
ing total assets and total liabilities mere- 
ly a fictitious balancing figure rather than 
a real indication of total value in the 
company. (It might be argued, of course, 
that deferred debits and credits are also 
fictitious, but these items are usually so 
small as to have a negligible effect on the 
aggregate figure.) 

In every comparison sheet or other 
analysis of a new security offering, the 
net plant account is always worked out. 
The financial manuals also report it 
along with the ratio of net operating 
revenues to net plant account. But the 
prospectus of a new security issue, which 
is supposed to be for the guidance of 
buyers, shows neither figure. 
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Retiring Noncallable Securities 
Of Holding Companies 


I“ its recent order requiring American 
Power & Light Company to pay the 
redemption price of 110 to retire its 
debenture 6s of 2016, and a special price 
of 115 to retire the Southwestern Power 
& Light debenture 6s, the SEC virtually 
created a new policy with respect to such 
retirements—that the intrinsic value of 
such a security should be taken into ac- 
count. 

Southwestern bonds could have been 
called at 110 on March 1, 1947, but 
the commission somewhat arbitrarily 
added five points to the call price as com- 
pensation for redemption some fourteen 
months ahead of time. Blanket approval 
was obtained from Federal _ District 
Judge E. A. Conger for redemption of 
both issues at 110, Southwestern bond- 
holders getting a receipt entitling them to 
whatever additional amount “the SEC 
should deem fit.” Since the Southwest- 
ern issue was comparatively small Amer- 
ican Power & Light has apparently made 
no protest regarding the rather substan- 
tial premium over the 1947 call price. 

The new policy raises interesting 


questions as to the method of retiring 
noncallable preferred stocks of holding 
companies. The principal instances are 
American Light & Traction and Public 
Service of New Jersey. A substantial 
block of American Light preferred is 
held by Allied Chemical, and it is 
rumored that the latter company may ask 
as high as $40 a share as a redemption 
price, instead of the par value figure of 
$25 to which it would ordinarily be en- 
titled in dissolution. This would mean 
a yield basis of 3.75 per cent, which is 
the approximate “going rate” for high- 
grade public utility preferred stock 
issues, 

Public Service Corporation of New 
Jersey has four noncallable preferred 
stock issues outstanding with dividend 
rates ranging from 5 to 8 per cent. Nat- 
urally, it would be very beneficial to com- 
mon stockholders if the company could 
be merged with Public Service Electric 
& Gas and the preferred issues retired at 
par “in dissolution.” But the new trend 
in regulatory philosophy at Philadelphia 
seems to make it doubtful whether such 
a plan is feasible, in connection with the 
eventual integration program for the 
system. 


ze 


MANUFACTURED GAS COMPANY STOCKS 
Price- 
Earn. Div. Yield 


Where Price Latest Previous 
About 


Traded About Earnings Earnings Ratio Rate 


Bridgeport Gas Lt. ....... Cc $1.46a $1.48a 18.4 
Hartford Gas O 2.10a 2.26a 
Brockton Gas Light 73a 70a 
Providence Gas Cc 47a 53a 
Haverhill Gas Light 1.80c 1.62c 
Springfield Gas Light ....O 1.84a 1.42a 
Fall River Gas O 2.17¢ 2.28c 
Portland (Me.) Gas Light .O 90 1.44£ 
Brooklyn Union Gas S 3.22g 2.38g 
Birmingham Gas 1.26b 1.18 
Savannah-St. Augustine ...O 1.42a 1.45a 
Jacksonville Gas O 2.86a 2.56a 


WN ON & Omininintn 
NwWNdS RMS OO DI 


—_— 


5.5% 


S—Stock Exchange. C—Curb Exchange. O—Over counter. *Nominal (quoted 26- 
30). **Payments irregular (60 cents in 1943, 30 cents in 1944, and 60 cents in 1945). #Ir- 
regular. tOffered to public in February, 1945; 25-cent dividend paid July 1st and October Ist. 
a—Twelve months ended December 31, 1944, and 1943. b—Twelve months ended June 30th. 
c—Twelve months ended October 3lst. uarterly rate raised from 25 cents to 40 cents 
November Ist. f—Eleven months ended November 30, 1944 (calendar year $1.31). g— 
Twelve months ended September 30th. 
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What Others Think 


Committee Hears SEC Chairman 
On Holding Company Act 


TATEMENTS presented by operating 
S utility executives at the recent hear- 
ings of the Boren subcommittee of the 
House Interstate and Foreign Commerce 
Committee, relative to possible amend- 
ments to the Holding Company Act, 
were reviewed in this department of the 
December 20th issue of Pustic UTILI- 
TIES FORTNIGHTLY. 

At later sessions of the committee, 
Ganson Purcell, chairman of the Securi- 
ties and Exchange Commission, ex- 
plained the commission’s interpretation 
of the section of the act relative to pub- 
lic power bodies, and also made a state- 
ment, from SEC records, as to the sales 
of holding company subsidiaries, both to 
public bodies and to private interests. 

At the beginning of his testimony, 
Chairman Purcell outlined the nature of 
the act, with special respect to the sec- 
tion which exempts public agencies from 
the provisions of the act. Referring to 
the Omaha case (Nebraska Power Com- 
pany), in this connection, he said: 

... It is, of course, clear from the very 

nature of the transaction involved in the 

Omaha case that the question of public 

power versus private ownership is injected 

into the public policy. It is also clear to me, 
from press reports of the hearings held dur- 
ing this past week, that that general policy, 
question of public versus private ownership, 
has been brought forth in all of the hearings. 

What I would like to do is to make it quite 

clear for the committee at this time, in a 

general way, what the position or lack of 

position of the Securities and Exchange 

Commission may or must be under the 

statutes which we administer. 

The committee will recall that it was the 

sense of Congress when it enacted the Public 
Utility Holding Company Act of 1935, that 
the Securities and Exchange Commission 
should not enter the lists as a protagonist of 
one side or another in the controversy over 
public power. That was deemed to be, as 
the commission has always understood it, 
either a local issue to be decided by the 
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states or a problem for other agencies of the 
Federal government to be handled as the 
Congress might decide under other statutes. 
The Congress foresaw that if a state gov- 
ernment or the Federal government, either 
directly or through some instrumentality, 
chose to exercise its proprietary function 
by acquiring utility properties, it would be 
inappropriate that the exercise of this sov- 
ereign power of the state or Federal govern- 
ment should be subject to regulation by a 
different agency of government. Therefore, 
§ 2(c) exempts the agencies of the Federal 
and state governments in categorical terms 
and without discretion in the commission 
from all of the provisions of the act.... 

... In view of the clear indication of con- 
gressional purposes to exclude from com- 
mission jurisdiction transactions in which 
the state or Federal government, acting in 
its proprietary interest, undertakes to ac- 
quire or operate electric and gas utilities, the 
commission in 1938 adopted its rule now 
known as Rule U-44(b) (3), which contains 
the provision which became applicable to 
the Omaha case... 

Now, as to the Omaha case, generally, the 
commission itself was first advised that the 
American Power & Light Company had 
determined to sell its Nebraska properties 
to public authorities in the late summer or 
early fall of 1944, last year, when conversa- 
tions took place between members of our 
staff, company officials, and representatives 
of the prospective purchasers, relating to 
the question whether the commission would 
pass upon the proposed transfer. In about 
mid-October, the commission was advised 
that the form of the proposed transaction 
had become. crystallized and was asked 
whether the transfer was an exempt trans- 
action under Rule U-44. The matter was 
examined in the light of the statutory pro- 
visions which I have just summarized for 
you, and on October 17th, as you know, our 
advice was given that no application to the 
commission would be required. 


Ik presenting data from the commis- 
sion’s records, relative to divestment 
of operating utilities, Chairman Purcell 
stated : 


In the first place, one of the items which 
you were particularly discussing at the Oc- 
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tober 22nd meeting with the Treasury rep- 
resentatives was the extent to which tax 
revenues are or may be diverted from the 
Federal Treasury by reason of the acquisi- 
tion by public bodies of public utility prop- 
erties which are being disposed of by these 
holding companies subject to the Public 
Utility Holding Company Act of 1935, and 
of course in this particular connection the 
Nebraska situation itself is concerned... . 
I think it would be helpful, before taking 
up the Nebraska situation tax aspects, to 
present to you certain data showing all the 
dispositions of utility properties by com- 
panies subject to the Holding Company Act 
since its passage, with a breakdown as be- 
tween dispositions made to public authori- 
ties and to private ownership, including oth- 
er holding company systems. In this way 
some classification may be made of all the 
dispositions effective since the passage of 
the Holding Company Act, according 
to whether or not such dispositions re- 
sulted in withdrawing revenues from Fed- 
eral taxation, or possibly in the issuance of 
tax-exempt securities. The summary at the 
bottom of the table shows that, disregarding 
a relatively small amount of partial dis- 
positions to both public and private pur- 
chasers, dispositions to public authorities 


involved $293,500,274 of properties, whereas 
dispositions to private investors involved the 
rather staggering total of $4,053,719,313. . . . 


. the largest single disposition ac- 
counting for almost half of the total dis- 
positions to the public authorities, involves 
the properties of the Tennessee Electric 
Power Company sold to the TVA in 1939. 
This disposition was in no sense occasioned 
by the Holding Company Act, but was rath- 
er one of the major steps in rounding out 
the TVA system. I have not prepared a 
similar itemization of the disposition into 
private ownership, but this information is 
available through June 30, 1944, in the tenth 
annual report of the commission, and will 
be brought down to June 30, 1945, in the 
forthcoming annual report. 

I should point out that the figures pre- 
sented here may be misleading without the 
following qualifications. In some instances 
the holding company owned only a minority 
interest in the common stock of the operat- 
ing company, control of which passed out 
of the system. Thus, the figures which we 
are presenting are not indicative of the values 
of the holding company’s interests. We be- 
lieved that this was the proper basis upon 
which to prepare these data for the present 
purpose of the subcommittee; namely, to 
consider to what extent divestments under 
the Holding Company Act have had the ef- 
fect of shifting electric and gas properties 
from private control and ownership where 
they were taxable, to public control and own- 
pw Me where they would become tax exempt. 
I should also point out that some of the 
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$4,053,000,000 of divestments to private in- 
vestors comprise properties which have 
passed from one holding company system to 
another, Thus, this figure should not be 
taken to represent the extent to which oper- 
ating properties have gone from holding 
company to independent private manage. 
ment, 

In the past, numerous inquiries have been 
directed to the commission by municipal of- 
ficials or other advocates of public power 
in a particular community (including spon- 
sors of codperatives) as to whether the com- 
mission has ordered a holding company to 
divest itself of the properties in their locality, 
and whether the commission will direct the 
company to sell the property to the par- 
ticular public power entity. To such in- 
quiries the commission has invariably re- 
sponded with the explanation that, although 
§ 11 of the Holding Company Act does not 
require the commission to direct divestments 
of nonretainable properties, the act does not 
authorize or permit the commission to re- 
quire disposition of the properties in any 
particular way or to any particular pur- 
chaser. Within the framework of § 2, 
choices of that nature are left in the first 
instance to the holding company manage- 
ments and, only as a last resort, the remedy 
is then for the commission to apply for en- 
forcement of its order by a United States 
court. (I may point out here that there has 
thus far been no occasion for resort to this 
alternative remedy, thus there has been no 
occasion on which the commission has re- 
quired that any particular operating prop- 
erty be transferred to any particular pur- 
chaser. ) 


In closing his testimony, the SEC 
chairman expressed it as his belief that 
the reason the data he had submitted in- 
dicate so small a figure for utility prop- 
erties sold to public bodies, is due to the 
controls under the act. 

He added: 


. I should like to turn back for a 
moment to the statistics which I presented 
to you earlier, to mention that I am some- 
what surprised to find that the dispositions 
by holding companies to public agencies have 
been as small as they have. You will note 
that the figures show that in the aggregate 
such dispositions do not approach in size 
the single transaction in which the city of 
New York acquired the transit properties of 
the Interborough Rapid Transit Company 
and the Brooklyn Rapid Transit Company. 
That acquisition involved properties with a 
carrying value of over $400,000,000. In order 
to make this acquisition, the city sold to 
investors 3 per cent co stock in the 
aggregate amount of 000,000, so that 
approximately $10,000, of annual tax- 
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free interest is being paid to investors. 

Looked at against a transaction of this 
magnitude, the dispositions by holding com- 
panies to municipalities or other public au- 
thorities have been relatively inconsiderable, 
and I should like to hazard the guess that 
the reason why this is so stems in very large 
part from the regulatory provisions of the 
Holding Company Act. Among other things, 
the electric and gas utility companies have 
been compelled to undergo a financial house- 
cleaning. The consequence is that by and 
large these companies have been put into 
first-rate financial condition. The operating 
companies now enjoy the benefits of cheap 
and ample credit. As a result, substantial 
savings in the cost of capital have been ef- 
fected. Moreover, we believe that as a result 
of the enforcement of the Public Utility 
Holding Company Act of 1935, state regula- 
tory bodies have been better able to regu- 
late effectively. 

These and other factors have resulted in 
cheaper and better service to consumers as 
well as greater protection to the interest of 
investors and the public interest, and as an 
end result, no doubt, have lessened the in- 
centive to public ownership. I therefore sug- 
gest that whatever may be one’s attitude con- 
cerning public versus private ownership, it 
must be recognized that the tendency toward 
public ownership of electric and gas utilities 
would be immeasurably stronger were it not 
for the greatly improved conditions in the 
electric and gas utility business which have 
been achieved by Federal regulation under 
amas Utility Holding Company Act of 


N the discussion of the position taken 
by SEC in the Omaha transaction, 
testimony was given by Milton H. Cohen, 


director of the commission’s public 
utilities division. In citing the viewpoint 
of the commission on various aspects of 
that situation, he stated: 


(1) The commission had no occasion 
whatsoever to consider the desirability of 
the transaction in any of its aspects. Mr. 
Purcell has pointed out that the statute calls 
upon the commission to stay aloof from the 
question of public against private ownership 
of utilities and to refrain from any attempt 
to regulate state power instrumentalities or 
any other state agencies, 

Having found that the facts of the trans- 
action brought it under § 2(c), the commis- 
sion had no further authority to deal with 
the merits of the transaction. 

(2) Similarly, the commission had no oc- 
casion to consider the price that the Omaha 
Electric Committee was paying to Ameri- 
can, 

Whatever views the commission or we 
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on the staff might have had, if we had been 
required to consider the price . . . it seems 
obvious to us that the commission cannot 
tell a public agency of a state what amount 
to pay or not to pay for a utility property 
without coming directly to grips with one of 
the most crucial issues in the public versus 
private power controversy and without in- 
terfering with the state’s functioning in 
connection with § 2(c). Were we to under- 
take to pass upon price from the point of 
view of the seller, we would be doing in- 
directly what we cannot do directly, since 
the effect of the determination would be 
either to permit or to forbid the acquisition. 

(3) The commission had no occasion to 
pass upon any fees in the transaction, either 
the fees to be paid the bankers or to Guy 
Myers, or to anyone else. The fees in the 
transaction were to be paid by the 4°": 
body, not by the selling company. And i 
seemed to us that it would just as Mee oad 
violate § 2(c) for the commission to tell a 
state agency or political subdivision what 
fees to pay or not to pay in conducting its 
business as to tell such agencies what pur- 
chase price was proper. 

The commission feels that under the Hold- 
ing Company Act it is not permitted to do 
either of these things. 

(4) The commission likewise did not pass 
upon the methods of financing the acquisition 
or contractual arrangements between Loup 
and Nebraska—that is, the Loup District 
and the Nebraska Power Company—with 
respect to power supply or financing and 
debt services, nor did it pass upon the pro- 
visions for retirement of the public-held se- 
curities in Nebraska or any similar matters 
which have been the matters of some dis- 
cussion before this committee. 

Again, for the commission to have passed 
upon those matters would have brought it 
in direct conflict with the injunctions of § 
2(c) against regulation of state or Federal 
governmental agencies. 

(5) The commission had no authority to 
consider the tax aspects of this whole 
[situation] and did not consider them ex- 
cept on the single question of whether the 
sale by American Power & Light Company 
was subject to the special provisions of sup- 
plement R of the Internal Revenue Code. 

Of course the tax policy with respect to 
the income of public utility properties under 
public ownership or with respect to the in- 
terest received on revenue bonds issued by 
public authority is completely outside the 
commission’s province. 

To consider the tax aspects of this par- 
ticular transaction would have involved not 
only a violation of § 2(c), but also an entry 
into a major field of government policy 
which simply has not been entrusted to the 
Securities and Exchange Commission for its 
consideration. 
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OMMITTEE Chairman Boren, during 

this hearing, dwelt at considerable 
length on the tax-exempt revenue bond 
feature which develops out of such trans- 
actions as the Omaha deal. Mr. Cohen 
explained SEC’s position, and in the 
course of his remarks said: 


... The tax differential situation like this 
is not a question which we have considered 
to be our direct concern, and we did not con- 
sider it a problem arising because of the 
Holding Company Act, there being so many 
other manifestations of it having no relation 
whatsoever to the Holding Company Act. 

I would like to give you a couple of ex- 
amples to illustrate this point: Several days 
ago the American Power & Light Company, 
which is the same company that sold the 
Nebraska stock, received the commission’s 
permission to sell at competitive bidding its 
holdings of the common stock of the Cen- 
tral Arizona Power & Light Company. In 
the hearings on this application for leave 
to make the sale the representative of the 
Arizona Power Authority, which is a state 
agency of the state of Arizona, made it clear 
that it was the intention of the power au- 
thority to seek to acquire the electric facili- 
ties owned by Central Arizona and that con- 
demnation proceedings had been instituted 
under state law—and, of course, most or 
many state laws contain provisions for con- 
demnation of utility property. 

Despite this public announcement of the 
intention to put the properties into public 
ownership, which was incorporated into the 
selling prospectus that was issued under the 
Securities Act, the common stock of Cen- 
tral Arizona was sold to underwriters for 
distribution to the public at a pricemorethan 
15 times last year’s earnings. Thus, Central 
Arizona is no longer a subsidiary of a regis- 
tered holding company and is not subject 


The other case I was going to mention was 
the Puget Sound Case, which has been 
brought up several times in this record. This 
company was formerly a member of a hold- 
ing company system, but several years ago 
it was reorganized, .. . so that for several 
years now that company has not been [sub- 
ject] in any way to the commission’s juris- 
diction and it is in private hands... 

As you know, a group of public utility 
districts in the state of Washington has 
recently made an offer to purchase the com- 
mon stock of the company for $18 per share, 
If such sale is consummated, and I have no 
idea when or whether it will be, because it 
is a transaction entirely outside of SEC 
jurisdiction, we shall again see the phenom- 
enon of once taxable revenue becoming tax 
exempt. 

Bet again, if that does happen, | 
think it is clear the phenomenon does not 
result from the Holding Company Act, since 
the transaction which took the company out 
of its former status as a registered holding 
company subsidiary left it as a privately 
owned, tax-paying public utility. 

Other examples that might be given are 
the TVA acquisitions, which were based on 
an entirely different Federal policy, and 
which took various companies out of the 
holding company systems and out of the 
status of being private companies, entirely 
apart from the incidence of the Holding 
Company Act, but with the same conse- 
quences with respect to taxation. 

_I might say in passing that the commis- 
sion’s divestment orders under § 11 are never 
such as to require a sale to a particular pur- 
chaser or particular type of purchaser, or 
even to require a particular type of divest- 
ment. 

The commission’s orders are always 
in very general terms and they leave it to 
the company to select, in the first instance, 
the mode of divestment. 
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to Federal income tax, but one of these days the question of competitive bid- 


we are told by the power authority that ding,” and the record discloses these 
Central Arizona’s properties are going to be comments: 


taken over by the authority or some other 
state instrumentality, and at that point, if it 
comes about, one of the consequences will 
be that the revenues will become tax exempt. 

Clearly if that should happen, the with- 
drawal of the revenue from Federal taxation 
would be a consequence of two circum- 
stances apart from the Holding Company 
Act: first, the decision of the state of Ari- 
zona to acquire the properties and, second, 
the Federal tax law which exempts from 
Federal taxation properties under govern- 
ment operation. The effect of the Holding 
Company Act has been to take that company 
simply out of the holding company system, 
but to leave it entirely in private hands... . 
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_ Mr. Boren, Is it not your common prac- 
tice in the sale of a utility holding company 
to require competitive bidding? 

Mr. Conen. If it is a sale through invest- 
ment bankers, the commission passes on it 
to the extent, for instance, of requiring that 
the investment banker be selected by com- 
petitive bidding rather than by negotiation, 
but the commission does not determine that 
a particular holding company shall dispose 
of a particular subsidiary by selling to this 
fellow or that fellow or to another company, 
or that it must take the form of a sale. It 
can take the form of a distribution in liqui- 
dation or an exchange offer, or various other 
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“ARE YOU INFERRING, INSPECTOR MORIARTY, THAT UNLESS I’M MORE 


FRANK IN OUR LITTLE DISCUSSION YOU WILL RECOMMEND THAT I OCCUPY 


THE CHAIR OF APPLIED ELECTRICITY IN ONE OF OUR MORE PROMINENT 


STATE INSTITUTIONS?” 


forms, and, in the first instance, the divest- 
ment requirement leaves it open to the com- 
pany to select the appropriate method. 

Mr. Boren. It would appear that if an 
investment banker was the direct purchaser, 
you require competitive bidding; if the in- 
vestment banker is the purchaser only to the 
extent of acquiring the total revenue bonds 
of some concern, you do not require com- 
petitive bidding? 

Mr. ConeENn. If he is an investment banker 
buying the bonds of a public agency, we just 
don’t have that jurisdiction. 

CoMMISSIONER PuRCELL. I might point out 
that that results from specific exceptions in 
the statute that we administer with respect 
to jurisdiction over public bodies. 

Mr. Boren. I think this committee could 
well consider whether or not that exception 
is in the public interest. 

CoMMISSIONER PurcELL, I don’t question 
that at all. 


Mr. Boren. In view of what we see in the 
Omaha transaction and in the Puget Sound 
Power & Light transaction, the investment 
banker will be the direct purchaser and he 
is not required to purchase under competi- 
tive bidding, as he is, in an indirect sense, 
the purchaser, in that he is acquiring the 
total assets of the company in the form of 
revenue bonds. It appears there is a point 
there the committee might well consider as 
to the advisability of placing jurisdiction 
in the SEC to pass on that type of trans- 
action so far as the investment banker is con- 
cerned, 

Toward the close of the consideration 
of the Omaha situation, in response to 
the query of Committee Member O’Hara 
—“Do you consider this Omaha body 
(Omaha Electric Committee) an instru- 
mentality or public body, or not a public 
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body ?”—-SEC Chairman Purcell said: 


. .. So far as the commission is concerned, 
and I think my recollection is correct, we did 
not reach the question—apart from what 
we might have decided had we reached it— 
as to whether the Omaha Electric Commit- 
tee was or was not an instrumentality, a 
public body, an agent, or anything else. We 
looked at the transaction in the light of the 
statute, and we saw it as a transaction in- 
volving essentially and inevitably the trans- 
fer of property from a holding company to 
a public body and on that basis we advised 
counsel that it would not be necessary for 
them to apply for permission or approval 
of that transaction, 


OMMITTEE Chairman Boren, all 

through this session of the hearings, 
had directed attention to the various 
complicated phases of the Omaha trans- 
action, with the lack of surveillance en- 
tailed in SEC’s declaration of no juris- 
diction in such matters. Following the 
testimony submitted on this particular 
question, he thus summed up his views 
as follows: 


. » . | want to make it clear again that the 
line of inquiry we are following this morn- 
ing is not at all directed to the question of 
whether a public body should or should not 
be divorced of its property; whether it 
should go into public or private hands. We 
are not concerned in that in this investiga- 
tion, but we are concerned with the question 
of whether or not the sort of things that 
seem to have been going on here should go 
on in the future. If the Omaha committee 
was the purchasing agent, and it was not in 
the correct sense a public body, then we feel 
—and of course this is contrary to your de- 
cision—that the question of fees and all the 
other matters should have been passed on 
by the commission. Of course, it all hinges 
on the question whether or not the real pur- 
chaser or beneficial owner was the commit- 
tee. 

Testimony on the question of tax 
losses incurred through acquisition of 
utilities diverted from holding company 
control was presented to the committee 
by Paul Grady, a partner in Price Water- 
house & Company, a national firm of 
certified public accountants, who stated: 

At the request of the National Associa- 
tion of Electric Companies, I have read the 
testimony of W. F. Sherwood, assistant com- 
missioner of the Bureau of Internal Reve- 
nue, presented at the hearing of this sub- 
committee on October 22, 1945. At that 
hearing the chairman of the subcommittee 
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indicated a particular interest in the ap- 
proximate amount of Federal taxes lost to 
the U. S. Treasury Department because of 
divestment of electric utilities from private 
enterprise to government ownership since 
the enactment of the Public Utility Holding 
Company Act. The loss in Federal taxes, 
of course, consists of two major elements: 
first, loss in corporation taxes; and, second, 
loss in income taxes from security holders 
attributable to interest and dividend income. 
... The estimated Federal corporation taxes 
lost through divestment of electric utilities 
from private enterprise to government own- 
ership during the period since the enactment 
of the Holding Company Act is . . . $9,000,- 
000. The total estimated dividends and in- 
terest reductions due to divestments . 
amounts to $72,000,000. The estimated in- 
come tax rate on interest and dividends for 
the year 1943, as computed from Mr. Sher- 
wood’s testimony, was 32 per cent. The ap- 
plication of this rate to the estimated in- 
terest and dividend reductions of $11,000,- 
000 gives an estimated income tax loss for 
that one year of approximately $3,500,000. 
These estimated corporation taxes lost to 
the United States Treasury, through divest- 
ment of electric utilities and transfer to gov- 
ernment ownership, increase from $1,000 in 
1937 to over $12,000,000 in 1945 and ag- 
gregate $49,000,000 for the entire period. 


Then, as to combined tax losses for 
the period, Mr. Grady made this observa- 
tion: 

The probabilities would seem to indicate 
that . . . computations might show an esti- 
mated loss in income taxes on interest and 
dividends for the entire period from 1937 
to 1945 of from $15,000,000 to $20,000,000. 
If these amounts are added to the estimated 
losses in corporation Federal taxes . . . of 
$49,000,000, the total losses in revenue to the 
United States Treasury during the period 
as a result of divestment of electric proper- 
ties from registered holding companies and 
the transfer to government or cooperative 
ownership would probably aggregate be- 
tween $65,000,000 and $70,000,000. 


6 key: figures attracted the attention 
of Chairman Boren, and the follow- 
ing extract from the record indicates a 
certain line of thought which was de- 
veloped at these hearings: 


Mr. Boren. . . . $70,000,000, then, would 
pay the service charges of how much of 
the government’s debt? 

Mr. Gravy. Mr. Chairman, that $70,000,- 
000 is a cumulative figure from 1937 to date. 
I think the figure you are driving at would 
be more significant if you got it on an an- 
nual basis at the present time. 
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Mr. Boren. Then taking that same figure 
for this one year— 

Mr. Gravy. The probabilities are that that 
figure would apply fairly closely for the 
year 1945. I mean, I should expect no great 
change between 1943 and 1945 in the effec- 
tive tax rate. That would give you an esti- 
mate for 1945 of about $5,000,000. If that 
is added to the figure for the corporate taxes 
shown on Exhibit 1, of $12,000,000 for 1945, 
it would give an annual total for the year 
1945 of somewhere in the neighborhood of 
$17,000,000. 

Mr. Boren. And $17,000,000, figured at 
2 ved cent— 

. r. Gravy. Would be $850,000,000, I be- 
eve. 

Mr. Boren. That would carry the burden 
on the national debt of somewhere near a 
billion dollars on the divested properties in 
this year we are talking about, and, of course, 
the divested properties represent a very small 
part of the whole field, and, as your figures 
indicate, these divestments are on the in- 
crease rapidly from year to year... . 

Mr. Grapy. That is right. Each year, of 
course, you lose all of the taxes from all of 
the divestments that have occurred in all 
the preceding years. 

Mr. Boren. So if that thing keeps growing 
at the same pace, and it cost a $1,000,000,000 
in eight years—or this figure we are talking 
about— 

Mr. Gravy. The limit is set only by the 
total taxes paid by the whole industry. 

Mr. Boren. Assuming that all the electric 
utility industry was liquidated. ... And if we 
extend that practice to elevators, creameries, 
dairy lands, and so forth, if we could add 
those figures that are represented by that 
type of industry going into liquidation in 
this manner, we might get a national picture 
that we could present to the public as to 
what could be done with the national debt 
which, in turn, might wake them up to the 
fact that the burden of that national debt 
and its servicing rests on the shoulders of 
no people who have to make up that tax 
oss, 

Mr. Grapy. I think it would certainly in- 
ye the major significance of the prob- 
em. 


Mr. Boren. And, as an accountant, when 
you have such problems for a private com- 
pany, or the government, or anybody else— 
considering the government as though it 
were a private organization for the moment, 
and has to be financed on that basis—I have, 
as an illustration, as showing the point I 
have in mind, a table that I can envision, 
such as the one you show here for one of 
these companies. That table would indicate 
the revenues of the government, would in- 
dicate the outstanding indebtedness, interest, 
and so forth. Having that sort of table in 
mind, and thinking of the government in 
that form, you can think in terms of the 
operating revenues of the government being 
the total collection of taxes, as against its 
expenditures for servicing its debt, and 
liquidating its debt. So that if we take these 
losses as represented by these divestments 
in an indicated year, assuming that those 
losses cannot be sustained and still maintain 
the ordinary operation of the government, 
and still maintain your fixed service charges, 
and so forth, then it would become necessary 
for the government, or a private corpora- 
tion similarly circumstanced, to seek a new 
source of revenue to make up the deficit; 
and the new source of revenue in this case 
would, of necessity, be an additional burden 
on the tax-paying public that is not repre- 
sented in this divestment of utilities pro- 
gram. Isn’t that so? 

Mr. Grapy. Yes, I think that is right. 

Mr. Boren. Assuming that it is desirable, 
the point of my thought a while ago is that 
it creates in this period of transition, whether 
it be ten years or a hundred years, a gross 
inequality as between tax equality for the 
entire country. 

Mr. Grapy. That is correct. 

Mr. Boren. In other words, in my col- 
league’s state, Arizona, if they had through- 
out the state of Arizona public ownership, 
and throughout Oklahoma we had private 
ownership, then so far as the government 
is concerned there would be no equality of 
taxation between us. 


The hearings of this committee are 


scheduled to be resumed this month. 
—R. S.C. 





gq “EXCESSIVE taxes at any point of the economy lead to unemployment 


and economic disruption that fall on everybody. 
tures are eventually paid for, under an unbalanced budget, 


Excessive expendi- 
in an 


inflation that falls with equal force upon poor and rich alike. Inflation 
is the equivalent of a flat income tax on everybody, without exemptions. 
It is also the equivalent of a flat capital levy on savings accounts and 
insurance policies, without exemptions.” 


—EpITorRIAL STATEMENT, 
The New York Times. 
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Grants Utility’s Petition 


HE Securities and Exchange Commission 

on December 19th granted the joint pro- 
posal of the Central States Power & Light 
Corporation; its parent, the Central States 
Utilities Corporation; and the Ogden Corpo- 
ration to extend the maturity date of the for- 
mer’s $5,940,000 of outstanding debentures for 
one year, from January Ist. 

At the same time the commission declined 
to pass upon the proposal of Central Power, 
now in process of liquidation, to make an im- 
mediate payment of 30 per cent out of present 
ooeats, aggregating $1,951,000, on the $831,- 
960 of its 5 per cent debentures held by the 
public. The remainder of the debentures are 
owned by the Ogden Corporation. 

The authorized proposal provides that the 
interest payable after January Ist on the pub- 
licly held debentures is to be placed in escrow 
pending determination of the persons entitled 
to receive such interest, and for the conditional 
waiver by the Ogden Corporation of interest 
pending determination of its right to receive 
payment of interest on and principal of the 
debentures that it holds. 


File Revised Plan 


A? amended plan for the recapitalization of 
Scranton-Spring Brook Water Service Co. 
and the liquidation of its parent, Pennsylvania 
Water Service Company, was filed last month 
with the Securities and Exchange Commission 
by the two companies and Pennsylvania’s par- 
ent, Federal Water & Gas Corporation. 

In general, the amended plan proposed the 
redemption of Scranton’s long-term debt, the 
elimination of a special loan from Federal and 
of Scranton’s present preferred and common 
stocks, the issuance by Scranton of new bonds, 
preferred and common stock, and a bank loan, 
and the elimination of Pennsylvania. 

There was only one major change between 
the original recapitalization program and the 
amended plan, which the commission set down 
for a hearing on January 10th before Trial 
Examiner Allen MacCullen. Under the new 
plan Federal would offer to purchase during a 
designated 15-day period all 689,138 shares in- 
stead of only 200,000 shares of new common 
stock allocated to the publicly held preferred 
stockholders of Scranton and Pennsylvania at 
$13.685 a share. 
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The March of 


Events 


SEC Advises Court 


5, line with a court suggestion, the Securi- 
ties and Exchange Commission on Decem- 
ber 26th filed with Federal District Judge Paul 
Leahy in Wilmington, Delaware, a proposed 
decree for the court’s guidance in connection 
with the plan of recapitalization of the Stand- 
ard Gas & Electric Company. 

Getting in just within the court-allotted time 
limit, the commission urged Judge Leahy to 
order Standard Gas to call for redemption 
within thirty days of his decree all of its out- 
standing notes and debentures and to file such 
applications with the SEC. 

If the company calls its notes and deben- 
tures, the court’s ruling, according to the SEC, 
should remand the plan of recapitalization to 
the commission so the latter may hold hearings 
and determine whether any modification should 
be made in provisions respecting the treatment 
of the various classes of stock. fr the company 
does not call its notes and debentures, the 
court’s decree, the SEC said, should enforce 
the plan, as approved by the commission, in a 
manner consistent with the mandate of the 
circuit court of appeals in Philadelphia. 

The SEC also proposed that Judge Leahy’s 
decision deny other portions of Standard Gas’ 
motion, as well as the motion filed by C. A. 
Johnson and others. 

Anticipating the SEC’s action, Standard Gas 
earlier in the day had filed with the SEC a 
proposal to borrow $51,000,000 from 11 banks 
and to use the proceeds and other funds to re- 
deem $58,601,000 of notes and debentures “at 
the earliest feasible date” at their aggregate 
call price of $59,592,962. The promissory notes 
issued to the banks would bear interest, pay- 
able quarterly, at the rate of 24 per cent per 
annum. 


FEPC Ordered to Sift Bias 


| ge ee Truman directed the Fair Em- 
ployment Practices Committee last month 
to investigate the extent of race or creed dis- 
crimination against displaced war workers 
seeking jobs in reconverting cetime indus- 
tries, following a discussion of the subject with 
committee members at the White House. 
Widespread violation of the government's 
expressed policy against discrimination was 
reported to the President by the chairman, 
Malcolm Ross, both in reconverting industries 
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and in the Federal establishments. President 
Truman expressed himself as sympathetic and 
would see what could be done about any such 
abuses in the cut-back and hiring policies with- 
in the government departments. 

Meanwhile, Mr. Ross said, in a prepared 
statement, that “after five years of experience, 
the committee concludes that the cure for the 
long-standing evils of inequality in industrial 


opportunity lies solely within the hands of 
Congress.” 

The FEPC chairman declared that the re- 
fusal of Congress to appropriate adequate 
funds to the committee and to make perma- 
nent its status by legislation “makes impossi- 
ble FEPC operations on a scale to meet the 
problems of minority group workers during 
reconversion.” 


Colorado 


Huge Program Planned 


AS the opening gun of a long-range cam- 
paign to keep abreast and ahead of Den- 
ver’s postwar development, expenditure of 
$3,075,000 in 1946 for new construction and 
improvements to existing facilities throughout 
the area served by Public Service Company 
of Colorado was announced last month by 
John E. Loiseau, president. The announcement 
followed action by directors and other officials 
of the company. 

The officials expressed confidence that the 
substantial growth in population and industry 
made in the region during the war period not 
only would be maintained, but would reach 
even greater proportions in peacetime. 

The company plans to have its construction 
work completed and ready for use so that all 
needs, both residential and industrial, can be 
taken care of as the demands arise. 

One fact disclosed in the preparation of this 
estimate of construction expenditures was that 
the anticipated reduction in sales of gas and 
electricity expected from the sudden cancella- 
tion of government war contracts had failed to 
materialize. This was said to be an indication 


that the area experienced little difficulty in 
converting from war to peacetime production. 


Rate Hearing Set 


R= charged by the Citizens Utilities Com- 
pany, which sells natural gas to cus- 
tomers in southeastern Colorado, will come 
up for a hearing before the state public utili- 
ties commission in Denver on January 18th. 
The firm serves customers in La Junta, Swink, 
Rocky Ford, Las Animas, Ordway, Manza- 
nola, Fort Lyon, and Fowler. 

In announcing the hearing, commissioners 
said the case was an aftermath of a rate re- 
duction ordered against the Colorado Inter- 
state Gas Company by the Federal Power Com- 
mission. Colorado Interstate sells gas to Citi- 
zens Utilities, and has deposited $175,000 with 
the Federal Circuit Court of Appeals, repre- 
senting the difference in rates it charged Citi- 
zens Utilities and those set by the EPC. 

The hearing, commissioners said, would de- 
termine whether there is to be a refund to con- 
sumers of Citizens Utilities and to define the 
company policy on depreciation and mainte- 
nance of equipment. 


Kansas 


REA Allotment Made 


Auocarsosr of $481,700 to two Kansas elec- 
tric codperatives for new lines and service 
to members’ homes was recently announced by 
the Rural Electrification Administration. The 
allocations were: 

Kaw Valley Electric Codperative, Topeka, 
$290,000, and the Doniphan Electric Codpera- 
tive Association, Troy, $191,700. 


A. J. Bassett, manager of the Kaw Valley 
Electric Codperative of Topeka, said the allo- 
cation would provide for 235 miles of lines in 
6 counties—Shawnee, Osage, Douglas, Wau- 
baunsee, Pottawatomie, and Jackson. He ex- 
pects the lines to furnish electricity to about 
500 people. 

Another source reported that about 35 miles 
of electric lines would be strung in Shawnee 
county. 


Louisiana 


Electric Rates Reduced 


T= Gulf States Utilities Company recent- 
ly filed reduced gas and electric rate sched- 
ules with the state public service commission, 
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effective January Ist, which will result in a 
savings of $242,000 a year for its customers, 
the commission announced. 

J. B. Hodge, sales manager at Baton Rouge, 
said that the cut in rates affected all towns 
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and cities in Texas as well, which were served 
by the Gulf States system. He added that his 
company served 161 cities in Louisiana and 164 
in Texas. The rates are the same throughout 
the system in both states. 

The new schedules were accepted by the 
commission “without prejudice to its forth- 


coming investigation of electric and gas rates 
throughout the state,” C. W. Coleman, acting 
secretary of the commission, said. 

The new rate schedule, applicable to all resj- 
dential users served by the company, will have 
a top rate of 44 cents per kilowatt hour, this 
being 1 cent less than the old top rate. 


M ichigan 


Prepared to Make Refunds 


HE Detroit Edison Company was recently 

reported preparing to refund $16,450,000 
to electric, gas, and steam customers and to 
reduce electric rates $3,000,000 annually. The 
refund is to be made as a result of a state pub- 
lic service commission order, affirmed by the 
circuit court in October, that the company 
return this amount to customers in lieu of pay- 
ing Federal excess profits taxes for the past 
two years. 

The refund comprises $10,450,000 impounded 
from 1944 revenues and $6,000,000 set aside 
in 1945. It had been approved by the state com- 
mission and testimony was considered by 
Judge Archie D. McDonald of the Ingham 
County Circuit Court on December 3lst. 

The first of more than 1,000,000 refund 
checks were expected to be ready this month. 

The proposed rate reductions, the forty-first 
the company has effected since 1918, were to 
go into effect January Ist. They will amount to 
$1,134,000 annually in residence and farm 


rates, slightly more than $1,000,000 in commer- 
cial rates, and the rest in industrial rates. 

Court action to block rebate and rate cut 
orders was taken by the city of Detroit on De- 
cember 20th in the Detroit Edison and Michi- 
gan Consolidated Gas Company cases. Corpo- 
ration Counsel Dowling and James H. Lee, his 
assistant in the utility field, assailed the $16- 
450,000 Detroit Edison rebate on grounds that 
it appeared to them that the rebate should 
amount to $4,450,000 more. They also criticized 
the proposed Edison rate cut as too low. 

At the same time they questioned the method 
by which a $11,200,000 rebate is to be made 
by the gas company and insisted that reduc- 
tions in gas bills should be greater than those 
ordered by the state commission. 

The state commission recently entered an or- 
der declaring that the impounded fund in- 
volved in Texas natural gas litigation, as it 
relates to Michigan, should belong to the “ulti- 
mate consumers as beneficial owners” rather 
than to distributing companies such as Michi- 
gan Consolidated or Consumers Power. 


Mississippi 


Rejects Proposed Utility 


HE mayor and board of councilmen of 
T Biloxi in reply to a petition submitted by 
the Biloxi port commission, requesting issu- 
ance of $300,000 worth of revenue-bearing 
bonds to erect a refrigeration utility, recently 
informed the port commission that it feels it 
would not be to the best interests of the city 
to issue the bonds. 
In taking this action the city commission set 
out that there was no showing that there is 


available a lessee financially able and willing 
to lease the utility at any amount sufficient to 
retire the bonds and interest on the proposed 
issue. The city commission also stated a pro- 
posed 10 per cent bond or brokerage fee, which 
it was proposed to pay, was excessive. The is- 
suance of these bonds would bring the total 
issued by the port commission to within $7,000 
of the limit of bonds it could issue and would 
preclude the commission from any other con- 
structive work in behalf of the port of Biloxi, 
the city commission further pointed out. 


Missouri 


Depreciation Fund Hearing 


A= designed to clarify practices and 
orders of the Missouri Public Service 
Commission concerning depreciation allow- 
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ances to public utility companies, and to deter- 
mine the extent to which earnings on depre- 
ciation reserves shall be deducted from operat- 
ing expenses of the companies, opened in Jef- 
ferson City on December 17th. 








Sas rates 
N, acting 


all resj- 
will have 
our, this 


The case, affecting more than a hundred 
companies, involves interpretation of a provi- 
sion of the Public Service Commission Law, 
not enforced since enactment of the regula- 
tory law in 1913, that income derived by a 
public utility for investment of depreciation re- 
serve funds shall be credited to such funds. 

The commission in August, 1944, issued a 
general order requiring gas, electric, water, 
telephone, telegraph, and heating utilities to 
credit such income to their depreciation reserve 
funds and to make equivalent deductions from 
the amounts set aside annually—as a part of 
operating expenses—or depreciation. Enforce- 
ment of the order has been held up pending 
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th. Nebraska Power Has Earned 
ticized Surplus 
ies H. MAenner, president of the Omaha 
made e Electric Committee, Inc., recently an- 
reduc- nounced that Nebraska Power Company would 
those end its first year of operation under the com- 

mittee with a net to earned surplus of about 

an or- $661,000. Common stock of the company was 
id in- purchased from American Power & Light 
as it Company by the committee, a nonprofit corpo- 
“ulti ration, for $14,467,012 on December 26, 1944. 
-ather “This purchase by our group a year ago 





will make possible a transfer of the Nebraska 
Power properties to the Omaha Public Power 
District for $2,158,000 less than if the purchase 
were to be consummated today,” he said. 

An effort by the company to refinance $7,- 
452,000 of its preferred stock, approved by the 
Nebraska State Railway Commission, has been 
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hich Electric Workers Get Rise 

a A PROMISE Offer of 123 per cent wage in- 

000 crease and improved working conditions 

uld on December 20th ended a threat to strike by 

one 3,500 electrical employees of the Public Service 

Oxi, Electric & Gas Company, which would have 
left bg per cent of the state without electric 
pow: 

Bight of the 11 locals of the International 

Brotherhood of Electrical Workers, an affili- 
ate of the American Federation of Labor, 
voted to accept the company’s proposal for a 
new contract, and the 3 remaining locals sub- 

- sequently followed suit. § 

a The union had demanded a 30 per cent in- 
crease. 

: The negotiations broke down and a strike 





vote was held November 20th when the union 
said it would accept 15 per cent and the com- 
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Nebraska 


New Jersey 


123 


Rate Cuts Proposed 


TS city of Kansas City recently notified 
the state public service commission of its 
proposal that utilities there cut rates in 1946 
when income taxes are lower. The city con- 
tended that Kansas Power & Light Company 
would save about $750,000 in Federal taxes, 
and Southwestern Bell Telephone Company 
$500,000, or $750,000. Thus there would be well 
over $1,000,000 added to operating profit, less 
any increased outlays for wages or material 
costs. 

The city intends to press for a rate reduc- 
tion on the basis that otherwise the utilities 
will retain the bulk of tax savings. 


held up pending a decision by the Federal 
Power Commission, Mr. Maenner said. Nego- 
tiations were said to be in progress between the 
committee and the power district for the 
transfer. 

The sale of the property to the committee 
has precipitated many changes in the Omaha 
power situation during the past year, accord- 
ing to Mr. Maenner. The 1945 session of the 
Nebraska legislature repealed all power laws 
pertaining to Omaha and provided the ma- 
chinery for the creation of the power district. 
With the assistance of the committee, the 
power district was set up and members ap- 
pointed by Governor Dwight Griswold. 

Listed among the achievements of the com- 
pany during the year are a salary increase to 
all except administrative employees, adoption 
of a pension plan, and improvements on the 
plant and facilities amounting to more than 
$500,000. 





pany refused to go higher than 10 per cent. 

Improved working conditions in the new 
contract, which will be retroactive to Ast May, 
include pay for overtime meals; 12 paid holi- 
days instead of 11; a higher rate of pay for 
long-term employees who cannot perform 
regular duties because of disabilities; longer 
vacations for long-service employees; and 
longer sick leave. 


Cut in Rates Offered 


HE Jersey Central Power & Light Com- 

pany has agreed to reduce its electric rates 
by $1,000,000 a year, effective not later than 
February Ist, it was announced recently by the 
state public utilities commission. The company 
serves 125,000 residential customers, 10,000 
commercial, and 28,000 seasonal users in parts 
of Essex, Morris, Passaic, and Middlesex 
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counties and all of Monmouth and Ocean 
counties. New rates to accomplish the reduc- 
tion had not been submitted to the commission 
at the time of the announcement. 

The mye xf agreed to obtain a cash con- 
tribution of $5,000,000 from its parent body, 


NY PA NJ Utilities Company, to be used for 
improvement of its capital structure. It plans 
to reduce outstanding preferred stocks from 
a present par value of $21,861,500 to approxi- 
mately $12,000,000 “which will result in sub- 
stantially reducing fixed charges.” 


New York 


Rate Cut Approved 


| age ene ge of about $203,000 annually in 
electric rates of Central Hudson Gas & 
Electric Corporation were approved last month 
by the state public service commission. The 
rate cuts, affecting some 77,000 customers in 
Beacon, Kingston, Newburgh, Poughkeepsie, 
and other communities in the Hudson valley, 
were initiated by the company. 

The utility’s application showed that urban 
residential consumers would benefit to the ex- 
tent of an estimated $52,000 annually. Rural 
customers will receive a reduction of about 
$49,000, while commercial and industrial users 
will save about $102,000 a year, it was said. 

The principal reduction is in the minimum 
charge, which will be cut from $1 to 75 cents 
a month in urban areas and from $1 to 95 cents 
in rural territory. In urban areas, however, 
the amount of electricity covered by the mini- 
mum charge is to be reduced from 12 to 10 
kilowatt hours. 


Fare Rise Demanded 


A= for a higher fare that will cover 
deficits and provide for repairs, replace- 
ments, and improvements to all New York 
city-operated subway, trolley, bus, and elevated 
lines was made by the Commerce and Industry 
Association last month in a report sent to 
Major General Charles Gross, chairman of the 
board of transportation. 

Pointing out that deficits of the city’s transit 
system had been increasing steadily and would 
exceed $52,000,000 for the year ending June 
30th, the association declared that “the im- 
mediate problem is the safety of the existing 
lines, their rehabilitation, and the elimination 
of increasingly large annual deficits.” While 
operating costs rise, revenues based upon the 
5-cent fare will decline because the increased 
use of automobiles and the cessation of war 
plant operations in the metropolitan area will 
mean fewer passengers than have been carried 
in the last three years, the organization held. 


A table accompanying the) report showed 
that the city’s transit deficits, after operating 
expenses, interest on debt, and redemption of 
debt, rose from $29,161,489 in 1941 to $42, 
734,595 in 1945, while gross revenue rose from 
$115,174,823 to $125,668,373, and total costs 
from $114,336,312 to $168,402,968. 

The imposition of an additional one-cent 
city sales tax for the next two or three years, 
with the proceeds earmarked to help meet the 
cost of rehabilitating the city’s unified transit 
lines, was recommended on December 20th by 
Park Commissioner Robert Moses in his ca- 
pacity as prospective coordinator and expediter 
of public works for Mayor-elect William 
O’ Dwyer. 

Mr. Moses made his recommendation at a 
public hearing held by the finance committee 
of the city council on the 1946 capital budget. 
The proposal to double the present sales tax 
was made during a discussion of Mr. Moses’ 
outline of a public and semipublic works pro- 
gram for the next three years, to cost $1,423,- 
300,000, of which sum about $1,150,000,000 is 
available or “in sight.” 

Pointing out that the city’s transit lines were 
in sore need of rehabilitation, Mr. Moses be- 
littled the possibility that a higher fare would 
be favored as the method of supplying funds. 

“There’s no point in going into the question 
of a higher fare,” he said. “Nobody can afford 
to favor a higher fare except those who don’t 
have to vote on it and risk their political necks. 
I'd say the easiest way would be to put the 
extra cent back on the sales tax and earmark 
the money for transit for two or three years; 
then the board of transportation would know 
where its money was coming from.” 

Commissioner Moses suggested that the 
board of transportation’s estimate of $102,- 
000,000 for the cost of modernizing power 
plants could be cut by $80,000,000 if a minimum 
of rehabilitation work was done on the plants 
and the rest of the power needed was pur- 
chased from the Consolidated Edison Com- 
pany. 


Oregon 


property owners seeking to prevent Clark 
County Public Utility District from taking 
over local properties of the Portland General 
Electric Company. 


PUD Resists Suit 


UD attorneys last month filed in superior 
court a demurrer to a suit brought by four 
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The demurrer, prepared by D. Elwood 
Caples, attorney for the PUD, stated that the 
court had no jurisdiction of the persons, of the 
defendants, or of the subject matter of the 
action, that the plaintiffs had no legal right to 
sue, and that the complaint did not state facts 
sufficient to constitute a cause of action. 

The four plaintiffs asked the court to stop 
the issuance of $1,000,000 in bonds for the 


property’s acquisition. They based their suit 
in part on the allegation that sale of the bonds 
to a Des Moines firm at a discount without ad- 
vertising for bids was contrary to law. 

The suit and subsequent demurrer followed 
steps taken by the PUD to start operation of 
Clark county PGE properties on and after 
January 1, 1946. A Federal court A had 
fixed the value of the property at $801,000,000. 


'Texas 


Flared Gas Lacks Outlet 


}  yrvaean H. Jester, state railroad commis- 
sioner, last month made public an engi- 
neering committee’s survey of 177 Texas gas 
fields which disclosed: (1) More casinghead 
gas is being produced than can be marketed at 
present; (2) more gas is being produced than 
efficient production of oil requires; (3) waste 
of casinghead gas also causes underground 
waste of oil; (4) excessive gas-oil ratios and 
incorrect reporting have caused gas waste; 
(5) some gas is used unnecessarily on gas lift 
oil wells. 

The industry survey committee, organized 
last year and headed by William Murray of 
Houston, computed casinghead gas production 
at 2,486,000,000 cubic feet daily, 57.03 per cent 
of it flared for lack of useful outlet. 


The analysis pointed to conservation of 
as the industry’s primary future concern But 
noted that gas conservation cannot be obtained 
overnight without disrupting oil production. 

The committee recommended immediate re- 
ductions in gas-oil ratios, lowering permissible 
limits of gas for oil lift purposes, gas-oil ratio 
regulations, shutdown of wells completed in a 
gas cap unless gas is reinjected, general re- 
turn of casinghead to producing reservoirs, 
better control over the production of water 
from oil fields, restricting all of casinghead 
until a field’s conservation requirements have 
been met, and prohibition of flaring except 
upon special permission. 

The analysis disclosed that flaring is greatest 
on the Gulf coast and in west Texas. Gulf coast 
fields were found to produce 569,000,000 cubic 
feet of casinghead gas daily. 


Utah 


Cites Status of Funds 


pw city would be able to operate without 
a property tax levy if electricity rates were 
increased 40 per cent and culinary water rates 
50 per cent, Mayor-elect Mark Anderson de- 
clared recently. 

Mr. Anderson, who was instrumental in se- 
curing the municipal power plant for Provo 


and who has served on the utilities board for 
several years, made the statement in answer 
to continued demands that the utilities depart- 
ment divert utility reserves into Provo city’s 
general fund in lieu of taxes. 

Provo’s utility rates are among the lowest 
in the intermountain West, having been re- 
duced twice, or a total of 18 per cent, since the 
power plant began operation in 1941. 


Washington 


Court Approves Plan 


Anes. for the reorganization plan to sim- 
plify and recapitalize the corporate struc- 
ture of the Spokane Gas & Fuel Company was 
granted in Federal District Court on Decem- 
ber 18th by Federal Judge Lloyd L. Black of 
Seattle. The Federal court will have jurisdic- 
tion over the plan until terms of the agreement 
are carried out. 

The plan was presented for the court’s ap- 
proval by Donald J. Stocking of the SEC of- 
fice in Seattle, who included testimony heard 
by the commission and its findings of fact to 


125 


show the commission’s approval of the plan 
as fair, equitable, and feasible to all parties. 

After the gas company meets the require- 
ments of the plan and the directions of the 
court, the company will then ask to be dis- 
charged from supervision of the court, upon 
showing the court the plan of reorganization 
has been complied with. 

Spokane Gas & Fuel Company is a subsidi- 
ary of the Cities Service Power & Light Com- 


pany. 

The plan of recapitalization will effectu- 
ate provisions of the Public Utility Holding 
Company Act of 1935. 
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The Latest 
Utility Rulings 


Appellate Court Reverses Ruling against 
Injunction in Rate Case 


ge New York Supreme Court, ap- 
pellate division, third department, 
has reversed orders and a judgment of 
the supreme court, special term, in 
Staten Island Edison Corporation v. 
Maltbie et al. 60 PUR(NS) 362,57 NY 
Supp2d 515, and granted a temporary 
injunction on condition that the utility 
company file an appropriate bond to pro- 
tect all persons in event that the relief 
sought in the action should be ultimately 
denied. Judge Heffernan wrote an opin- 
ion in which Judge Lawrence concurred, 
while Judge Hill concurred in a separate 
opinion. Judges Brewster and Foster dis- 
sented. 

The lower court had held that a public 
utility company which has been ordered 
by the commission to reduce rates is not 
deprived of constitutional rights by rea- 
son of a statutory requirement that it 
seek a review of the order by certiorari 
under Art 78 of the Civil Practice Act 
instead of suing in equity to restrain en- 
forcement on the ground of confiscation. 
It held that a complaint by such a com- 
pany, in an equity suit for injunction, 
should be dismissed on the ground that 
an adequate remedy at law exists by way 
of certiorari, under which neither the 
state nor Federal constitutional guaranty 
of due process is denied. 

The rate controversy had previously 
been before the court when the company 
had instituted an action in equity to re- 
strain enforcement of an order prescrib- 
ing temporary rates. A judgment dismiss- 
ing the complaint for failing to state a 
cause of action and for want of jurisdic- 
tion had been sustained in 267 App Div 
72, 52 PUR(NS) 166, 45 NY Supp2d 
337, and the court of appeals had upheld 
= dismissal in 292 NY 611, 55 NE2d 
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Judge Heffernan said that the court 
did not base its decision in that case on 
the ground that certiorari was the ex- 
clusive remedy and that a suit in equity 
would not lie, but that the judgment was 
placed solely on the ground that no ques- 
tion of confiscation could arise in a case 
involving only temporary rates, because 
of the recoupment provisions of the tem- 
porary rate statute. The commission has 
now prescribed final rates. 

Judge Heffernan declared that in rate 
regulation the commission acts in a legis- 
lative capacity. He said that a review in 
certiorari would not give the company 
adequate relief. In such a proceeding the 
court could not substitute its judgment 
upon the facts for that of the commis- 
sion. 

He continued : 


We are convinced that a utility may main- 
tain an action in equity in this state for re- 
lief against confiscation resulting from an 
order of defendants. It is not enough to bar 
equitable relief that a doubtful remedy at 
law exists. ... Where constitutional rights 
of property are involved a litigant should 
not be turned out of the supreme court 
with the curt admonition that he must sub- 
mit his grievance to the mercy of adminis- 
trative officials. Neither should the court 
confess its inability to comprehend and in- 
telligently decide the issues involved where 
confiscation is alleged. 


Judge Hill, in his concurring opinion, 
reviewed Supreme Court rulings on 
judicial interference with commission 
action, in discussing a contention by the 
commission that the decision in Ohio 
Valley Water Co. v. Ben Avon, 253 US 
287, PUR1920E 814, sustaining such an 
injunction, had been repudiated. He con- 
cluded with the statement : 


Until the Supreme Court of the United 
States more definitely disavows the long 
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line of precedents, the law on the subject 
should be regarded as settled. Under Art 78, 
CPA, our courts do not exercise inde- 
pendent judgment as to law and facts. 


The dissenting judges upheld the prin- 
ciple that a commission decision is en- 
titled to the same effect as an act of the 
legislature and that it may not be in- 
validated if there are reasonable grounds 
to support it. Judge Foster declared that 
certiorari permits an independent review 


as to the only factual question a court 
may be concerned with when a legislative 
decision, arrived at in a quasi judicial 
manner, is challenged as being uncon- 
stitutional. He ventured to say that equity 
could do no more. He said he knew of 
no infallible standard of accuracy as to 
values, a breach of which impairs con- 
stitutional rights, which a court of equity 
possessed. Staten Island Edison Corp. v. 
Maltbie et al. 


e 


Power Transmission over Customer’s Line into 
Adjoining Territory 


PETITION of Pennsylvania Electric 

Company for leave to intervene in a 
proceeding based on a complaint against 
refusal of service by West Penn Power 
Company was dismissed by the Pennsyl- 
vania commission on the ground that 
Pennsylvania Electric had no material 
interest in the controversy. West Penn 
Power was willing to serve two mines 
of the complainant located in its charter 
territory but refused to serve a mine 
which was within the charter territory 
of Pennsylvania Electric. 

The complainant proposed to take 
service within the charter territory of 
West Penn Power and to transmit it 
over its privately owned lines and rights 
of way. 


The utility commission declared: 


It is well-settled law that an electric util- 
ity may deliver electric energy at a point in 
its charter territory for transmission by the 
patron for use outside that charter territory 
where the transmission from the point of de- 
livery to the point of use is carried out over 
the patron’s privately owned line. Kulp v. 
Public Service Commission (1923) 82 Pa 
SuperCt 83, 88; Stockertown Light, Heat 

Co, v. Pennsylvania Edison Co. 7 Pa 


& P. 

PSC 377, PUR1926B 201; Schuylkill Haven ° 
v. Pennsylvania Power & Light Co. (1934) 

12 Pa PSC 567, 569, 3 PUR(NS) 127. 

Pennsylvania Electric Company therefore 
has no material interest under the undis- 

puted facts, and its petition to intervene 
must be dismissed. 


Northwestern Mining & Exch. Co. v. 
West Penn Power Co. (Complaint 
Docket No. 14110). 


e 


Excessive Return Not Justified by Proposed 
Reinvestment in Plant 


Be Wisconsin commission, although 
authorizing a revision of telephone 
rates, stated that it is unwilling to grant 
rates that result in an unreasonably ex- 
cessive return even though it has been 
assured that the surplus funds would 
be reinvested in telephone plant. The 
rates as authorized would produce a re- 
turn of 6.3 per cent. 

An increase in the cost of telephone 
service of $6 a year to residence sub- 


scribers and $12 a year to business sub- 
scribers was contemplated. 

The state public service commis- 
sion said that the greater proportionate 
increase to business subscribers was to 
correct what might have been a discrim- 
inatory situation under existing rates 
and under which business and residence 
subscribers were rendered service at the 
same rate. Re Viking Telephone Co. 
(2-U-2060). 
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State Rule on Rate Base Not Changed by 
Supreme Court Decision 


go superior court of Pennsylvania 
reversed and remanded commission 
orders reducing natural gas rates, and di- 
rected the commission to redetermine the 
company’s rate base in accordance with 
the court’s opinion. Appeals from the 
orders were predicated upon three prem- 
ises; namely, that the finding of fair 
value was not supported by the evidence, 
that the allowed earnings were excessive, 
and that the existing rates were unrea- 
sonable. 

At the outset, the court upheld an ap- 
pellant municipality’s right to appeal be- 
cause it had been a consumer-complain- 
ant in the rate case, had an interest in the 
subject matter, and was affected by the 
rate order ; but it quashed the appeal of 
a small consumer who had not been a 
party to the proceedings. 

It was held that the commission, in de- 
termining what a public utility company 
may charge its customers, must accept 
fair value of property used and useful as 
the rate base. It was deemed unimpor- 
tant that rates of another gas company in 
the same area were lower than those ap- 
proved by the commission for the ap- 
pellee company. 

The city sought to have the court apply 
methods of measuring value adopted by 
other courts, reflecting a social view- 
point rather than an unbiased balancing 
of interests of investors and consumers. 
It stressed the United States Supreme 
Court’s decision in the Hope Natural Gas 
Case. But concerning that decision the 
state court said: 

It should be enough to say that the deci- 
sion was concerned with a construction of 
the Federal Natural Gas Act of June 21, 
1938, 52 Stat 821, 15 USCA §§ 717-717W, 
which directed the Federal Power Commis- 
sion to fix “just and reasonable” rates with- 
out specifying standards for determining 
them. Any construction of that act of ‘Con- 
gress has no application to the language of 
our Public Utility Law or its binding effect 
upon us. We have adhered to the view that 
when the legislature wrote fair value into 
the Public Utility Law it adopted the then 
settled construction of the appellate courts 
of this state and intended the same mean- 
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ing of fair value as under the prior Public 
Service Act. Statutory Construction Act 
of May 28, 1937, PL 1019, 46 PS 552. De- 
cisions of the Supreme Court of the United 
States, in other cases, accepting standards 
other than fair value in the sense of our 
statute, do not change the present law of 
this commonwealth; that remains a ques- 
tion for the legislature, so long as our views 
are unmodified by a court of higher author- 
ity. 

On an earlier appeal in the same case, 
the court had held that the commission 
had improperly refused to consider ex- 
pensed items as additions to property af- 
fecting the rate base. In the present case 
the court reconsidered the question and 
became convinced that the commission 
had been right and that it had been 
wrong. The court said: 

But it is our reconsidered conclusion that 
where, as here,a part of the earnings, accord- 
ing to the books of the company, were dis- 
bursed as operating expense, the company, 
having recouped the entire cost from the 
ratepayers, over and above adequate profits 
paid to security holders, and having enjoyed 
the benefits of treating the cost as operating 
expense, cannot later be permitted to say that 
these expenditures are capital investment 
on which consumers must pay an additional 
return. 


While there was no complaint as to 
the commission finding of depreciated 
original cost, except as to the inclusion 
of the expensed items, the court ruled 
that the rate base could not be determined 
solely from a finding of such cost where 
there had been changes in price levels 
and no adjustments had been made to ef- 
fect price trends disclosing fair value 
as of the applicable date. The court said 
that the commission should have ap- 
praised the probative force of testimony 
of reproduction cost, notwithstanding 
the difficulties inherent in appraising 
such testimony. 

The court could not say that a return 
of 6} per cent was unreasonably high 
as applying to a public utility whose sole 
product was natural gas. Pittsburgh v. 
Pennsylvania Public Utility Commission 
(Nos. 93, 94). 





 ublic 
1 Act 

De- 
Inited 
dards 
E our 
w of 
ques- 
views 
thor- 


case 
Sion 
 €X- 
y af- 
case 
and 
sion 
Deen 


that 
ord- 
dis- 
any, 
the 
ofits 
oyed 
ting 
that 
nent 
onal 


; to 
ited 
ion 
led 
ned 
ere 
rels 
ef- 
lue 
aid 
ap- 
ny 
ng 


THE LATEST UTILITY RULINGS 


Preference for Service from Codperative 
Bars Approval of Electric Extension 


N application of the Northern States 
Power Company for authority to 
extend a rural line to serve sixteen cus- 
tomers was denied by the Wisconsin 
commission upon a showing that twelve 
of the original applicants had signed a 
petition stating that they desired service 
from the Trempealeau Electric Codpera- 
tive and requesting that the application 
of the company be denied. They were 
all members of the cooperative. Only 
four persons remained who had not 
indicated that they desired service from 
the codperative. 
An extension to serve them, said the 
commission, would be an unwarranted 
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investment for the probable returns and 
would constitute a burden on the rest of 
the company’s system. The testimony 
showed that both utilities had the mate- 
rials and were in position to build the ex- 
tension under consideration. The com- 
mission said: 

It is not within the province of the com- 
mission to require a group of farmers to ac- 
cept service which they do not want. 
Whether the extensions requested are in the 
public interest, and are required by public 
convenience and necessity, is the commis- 
sion’s only concern. The testimony does not 
reveal that those criteria are present here. 

Re Northern States Power Co. (CA- 
2252). 


Hearing Required When Applications for 
Authority Are Mutually Exclusive 


under the Federal Communications 
Act is not granted the hearing to which 
he is entitled where the Federal Com- 
munications Commission, having before 
it two applications which are mutually 
exclusive, grants one without a hearing 
and sets the other for hearing. This rul- 
ing was made by the Supreme Court in 
reversing a decision of the court of ap- 
peals for the District of Columbia which 
upheld such procedure by the commis- 
sion. 

The Fetzer Broadcasting Company, in 
March, 1944, filed an application for au- 
thority to construct a new broadcasting 
station at Grand Rapids, Michigan, to 
operate on 1,230 kilocycles with 250- 
watts power, unlimited time. In May, 
1944, before this application had been 
acted upon, the Ashbacker Radio Cor- 
poration filed an application for author- 
ity to change the operating frequency of 
its station WKBZ at Muskegon, Mich- 
igan, from 1,490 kilocycles with 250- 
watts power, unlimited time, to 1,230 
kilocycles. 

The commission, after stating that 


A applicant for a construction permit 
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simultaneous operation on 1,230 kilo- 
cycles at these places would result in in- 
tolerable interference to both applicants, 
declared that the two applications were 
mutually exclusive. The commission 
granted the Fetzer application without a 
hearing and designated the Ashbacker 
application for hearing. 

One provision of § 309(a) of the Fed- 
eral Communications Act authorizes the 
commission, upon an examination of an 
application for a station license, to grant 
it if the commission determines that 
public interest would be served by the 
grant. 

Another provision of that section 
says that if, upon examination of such 
an application, the commission does not 
reach such a decision, it shall notify the 
applicant and grant a hearing. 

The court did not think it was enough 
to say that the power of the commission 
to issue a license on a finding of public 
interest, convenience, or necessity sup- 
ported its grant of one of two mutually 
exclusive applications without a hearing 
of the other. If the grant of one effec- 
tively precludes the other, the statutory 
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right to a hearing becomes an empty 
thing. 

One of the issues for determination on 
the hearing would be the extent of inter- 
ference which would result from simul- 
taneous operation of the station. Since 
the commission itself had stated that 
simultaneous operation would result in 
intolerable interference to both, it was 
said to be apparent that the Ashbacker 
Corporation carried a burden whichcould 
not be met. Mr. Justice Douglas said: 

To place that burden on it is in effect to 
make its hearing a rehearing on the grant of 


the competitor’s license rather than a hear- 
ing on the merits of its own application. That 


HE supreme court of Arkansas, in 

upholding a commission order 
granting a permit for an extension of 
motor carrier service, held that a cer- 
tificate may issue, if public convenience 
and necessity be shown, even if there is 
already existing service, provided the 
commission finds either that the present 
service is inadequate, or that additional 
service would benefit the general public, 
or that the existing carrier has been given 
an opportunity to furnish additional 
service as may be required. Santee v. 
Brady et al. 189 SW2d 907. 


The Federal Power Commission dis- 
missed a complaint by industrial com- 
panies against a group of power com- 
panies claiming that rates were unjust, 
illegal, and discriminatory, where it ap- 
peared that the complainants purchased 
energy for their own use and not for re- 
sale, and, consequently, the sale by the 
utilities did not constitute a sale of elec- 
tric energy at wholesale within the mean- 
ing of that term as used in the Federal 
Power Act. A complaint by a city was 
dismissed on the ground that sale of elec- 
tric energy did not appear to be a sale 
of electric energy in interstate commerce 


may satisfy the strict letter of the law but 
certainly not its spirit or intent. 


As the Fetzer application had been 
granted, the other applicant was in the 
same position as a newcomer seeking to 
displace an established broadcaster. It 
was said that by the grant of the first ap- 
plication the other applicant had been 
placed under a greater burden than if its 
hearing had been earlier. Legal theory 
is one thing, but the practicalities are dif- 
ferent. It was observed that it is difficult 
for a newcomer to make the comparative 
showing necessary to displace an estab- 
lished licensee. Ashbacker Radio Corp. 
v. Federal Communications Commission. 


e 


Other Important Rulings 


inasmuch as it did not include any elec- 
tric energy transmitted from one state 
and consumed at points outside thereof. 
Wedron Silica Co. et al. v. Illinois Iowa 
Power Co. et al. (Docket No. IT-5688). 


The Federal Power Commission dis- 
missed, for lack of jurisdiction, an ap- 
plication for authority to construct and 
operate natural gas pipe-line facilities on 
the ground that the proposed facilities 
were to become a part of the applicant’s 
existing facilities and to be used for the 
local distribution of natural gas to ulti- 
mate consumers, and, therefore, not sub- 
ject to the Natural Gas Act. Re Iroquois 
Gas Corp. (Docket No. G-653). 


The Wisconsin commission approved a 
proposed arrangement for unlimited in- 
terexchange service where a statement 
signed by 91 of the company’s 102 sub- 
scribers approved the proposal and a con- 
current increase in rates, but the com- 
mission disapproved the proposed rates 
as unreasonable and substituted rates 
which would produce a return of approx- 
imately 6 per cent on the net value of 
telephone plant. Re Union Grove Tele- 
phone Co. (2-U-2082). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Weicker Transfer & Storage Co., 
White Line Vans, Re 


Accounting—periodic reports, 94. 


Apportionment—revenue basis for utility de- 
partments, 94, 


Certificates of convenience and necessity—con- 
tract service over irregular routes, 109; gas 
for electric plant, 65; motor carriers, 109. 

Depreciation—annual allowance, 113; consist- 
ency with accrued depreciation determina- 
tion, 113 

Discrimination—rate inequality, 
of damages, 82 

Intercorporate relations—interlocking direc- 
torate, 69; suppression of voting rights, 69. 


82; recovery 


Interstate commerce—status of electric com- 
pany under Federal Power Act, 125. 


Monopoly and competition—gas competition 
with coal, 65; motor carrier competition, 
109, 118; pickup and delivery of freight, 118. 


Motor carriers—for-hire truck operations, 
118; jurisdiction of Commission, 118. 
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Municipal plants—acquisition of utility prop- 
erty, 128 

Payment—collateral service, 123; service de- 
nial to enforce, 123 

Rates—fuel adjustment clause, 94, industrial 
service, 94; unit for electric and steam heat- 
ing rate making, 94; unit for gas and electric 
rate making, 94. 

Reparation—discriminatory rates, 82; evidence 
of overcharges, 82. 

Return—combined utility, 94; reasonableness 
as a whole, 94. 

Revenues—estimates of postwar revenues, 105; 
single year basis for estimate, 113. 

Service—discontinuance of station agency, 105. 

Valuation—accrued depreciation, 94;  cus- 
tomer contributions, 94; market value basis, 
113; natural gas leaseholds, 113; price 
changes, 113; rate base determination, 94, 
113; reproduction cost determination, 113; 
trended original cost, 113; working capi- 
tal, 94 





RE NORTHERN NATURAL GAS CO. 


FEDERAL POWER COMMISSION 


Re Northern Natural Gas Company 


Docket No. G—533 
November 6, 1945 


PPLICATION for authorization for natural gas facilities; 
granted in part and dismissed in part. 


Certificates of convenience and necessity, § 104 — Natural gas facilities — Gas 
for electric plant. 


1. Temporary authorization previously granted for the construction and 
operation of facilities for the delivery of natural gas to an electric com- 
pany solely for operation of pilot burners, ignition purposes, and as emer- 
gency standby in case of breakdown of coal-handling and coal-burning 
equipment at an electric generating plant, was made permanent, p. 65. 
Monopoly and competition, § 3 — Gas competition with coal — Natural gas for 
boiler fuel. 
2. Proposed transportation and service of natural gas to an electric com- 
pany for use at an electric generating plant as boiler fuel was held not to 
be required by public convenience and necessity where the evidence showed 
that if the electric utility were permitted to use natural gas only for opera- 
tion of pilot burners, ignition purposes, and emergency standby, the plant 
could be operated successfully with coal, p. 65. 


- 


By the CoMMISSION : gether with appurtenances thereto, ex- 


[1, 2] It appears to the Commis- tending from a point of interconnec- 
sion that: tion with applicant’s 10-inch Ames lat- 


On March 24, 1944, North eral line, said point approximately 
mai ‘Vai Comal ( adiheaeals 1,400 feet west and 730 feet south of 
fled an application, subsequently the northeast corner of § 4, T. 83 N., 


amended, for a certificate of public con- R. 26 W., Boone county, Iowa, ae 
venience and necessity under § 7 of the northerly direction to the measuring 


Natural Gas Act, 15 USCA § 717f, as station situated approximately 865 
amended, to authorize the construc- feet east of the center of § 33, T. 84 


tion and operation of the following N., R. 26 W., Boone county, Iowa. 
described facilities for the transporta- (2) A measuring station and one 
tion and sale of additional volumes of 6-inch orifice meter run and one 10 
natural gas to Iowa Electric Light and foot x 14 foot building, together with 
Power Company (Iowa Electric) for appurtenances thereto, to be located 
use as boiler fuel at the latter’s Boone, at the terminus of the aforesaid pipe 
lowa, electric generating plant: line. 
(1) Approximately 0.7 mile of 44- (b) Pursuant to the Commission’s 
inch O. D. natural gas pipe line, to- orders dated May 11 and May 27, 
[5] 65 61 PUR(NS) 
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1944, appropriate notice of which was 
given, including notice to the regula- 
tory Commissions in the states in 
which applicant operates, this proceed- 
ing was consolidated for purposes of 
hearing with three other applications 
filed by applicant in Docket Nos. G- 
501, G-535 and G-539, and a public 
hearing was held thereon commenciing 
June 5, 1944, and continuing through 
June 8, 1944, in Chicago, Illinois. No 
state Commission filed a protest to the 
application or appeared at the hear- 
ing. 

(c) Several railroads and repre- 
sentatives of coal and labor interests 
were permitted to intervene and partic- 
ipated in the hearing. Certain of the 
interveners? filed briefs in this matter, 
contending inter alia that it would be 
inconsistent with the public interest 
to permit the use of natural gas as 
boiler fuel where adequate supplies of 
coal are available for such use, and op- 
posing the granting of the application. 
Orally at the hearing, and in writing 
on June 21, 1944, applicant moved to 
dismiss the petitions of such inter- 
veners to intervene in these proceed- 
ings, which petitions had theretofore 
been granted by the Commission. 

(d) On June 15, 1944, the Com- 
mission granted applicant temporary 
authorization to construct and operate 
the facilities described in paragraph 
(a) above. The operation of such facil- 
ities was thereby limited, however, to 
the delivery of natural gas to Iowa 
Electric solely for operation of pilot 
burners, ignition purposes, and as 
emergency stand-by in case of break- 
down of coal-handling and coal-burn- 
ing equipment at the latter’s Boone 


electric generating plant. This author- 
ization was granted without prejudice 
to further Commission action in this 
proceeding. 

(e) Applicant, a Delaware corpo- 
ration having its principal place of 
business in Omaha, Nebraska, is en- 
gaged, among other operations, in the 
transportation of natural gas produced 
in the states of Texas and Kansas, and 
in the sale of such gas for resale for 
ultimate public consumption in the 
states of Kansas, Nebraska, Iowa, 
Minnesota, and South Dakota by 
means of its interconnected pipe-line 
system located in such states. The 
facilities referred to in paragraph (a) 
above have been constructed and are 
integral parts of such system. 

(f) Iowa Electric is engaged in the 
distribution of electricity and gas in 
several Iowa cities. For several years, 
Iowa Electric has purchased natural 
gas from applicant for enriching manu- 
factured gas and for resale as straight 
natural gas. In its generation of elec- 
tric energy, Iowa Electric operates 
several generating plants using coal 
principally for fuel. One of such plants 
is located in the city of Boone and has 
been operated since 1911, using coal 
exclusively for fuel. In 1944, the in- 
stallation of a new high-pressure boil- 
er was completed at the Boone plant. 
Upon the commencement of the opera- 
tion of the new boiler, it was proposed 
to discontinue the use of the five old 
boilers at this plant. The new boiler 
is designed for the use of coal, oil, or 
natural gas and any or all of such fuels 
or any proportion thereof may be used 
efficiently. Either oil or gas is re- 
quired for pilot lighting if coal is used 





1Central Illinois Coal Operators Commit- 
tee, Coal Trade Association of Indiana, IIli- 
nois Coal Traffic Bureau, Iowa Railways 
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Association, National Coal Association, Unit- 
ed Mine Workers of America, and Order of 
Railway Conductors, et al. 
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as fuel.* Although coal has been used 
satisfactorily during the existence of 
the Boone plant and abundant supplies 
of coal are available within a radius 
of 50 to 75 miles from Bone, Iowa, 
Iowa Electric proposes to use natural 
gas as fuel for the new boiler. The use 
of gas at the Boone plant would dis- 
place approximately 30,000 tons of 
coal annually. 

(g) It is to meet such fuel require- 
ments that the facilities here involved 
are proposed to be used at this time. 
The maximum day and the annual gas 
requirements of the Boone plant are 
estimated to be 3,852 thousand cubic 
feet and 750,000 thousand cubic feet, 
respectively. Such deliveries are pro- 
posed to be made under a contract 
dated February 19, 1943, providing 
for the sale by applicant to Iowa Elec- 
tric of the latter’s natural gas require- 
ments. 

(h) The evidence clearly shows 
that, if Iowa Electric were permitted 
only to use natural gas for the pur- 
poses set forth in the Commission’s 
temporary authorization referred to 
above, the Boone plant could be op- 
erated successfully with coal. 

(i) Applicant also presented evi- 
dence indicating that the facilities re- 
ferred to in paragraph (a) above could 
be used by it to sell additional quanti- 
ties of natural gas to Iowa Electric 
so that the latter could distribute 
straight natural gas in the city of 
Boone in place of the mixed gas it 
now serves. Although such a change 
in service has been authorized by a 
city ordinance adopted March 2, 1944, 
the record shows that neither applicant 
nor Iowa Electric intends that such 


proposed service should commence un- 
til some time after the termination of 
the war when the materials required 
by Iowa Electric to adapt its own 
facilities and those of its customers to 
the use of natural gas are readily 
available. By reason of the uncertain- 
ty and indefiniteness of such plan, the 
pertinent data and information with 
respect to such proposed service were 
not presented as required by the Com- 
mission’s rules and regulations. More- 
over, the evidence further shows that 
no application has been filed for any 
increased sale of natural gas to Iowa 
Electric other than at the Boone power 
plant and that the quantity of natural 
gas proposed to be sold (750,000 
thousand cubic feet annually) is for 
the exclusive use of such plant. 

The Commission, having considered 
the application as amended and the 
record thereon with respect to the mat- 
ters involved and the issues presented, 
finds that: 

(1) Applicant is engaged in the 
transportation and sale of natural gas 
in interstate commerce for resale for 
ultimate public consumption and is, 
therefore, a “natural-gas company” 
within the meaning of the Natural 
Gas Act, as heretofore found by the 
Commission in its order entered on 
April 6, 1943, in Re Northern Nat. 
Gas Co. Docket No. G-280, 3 Fed P C 
967. 

(2) The facilities described in para- 
graph (a) above are proposed to be 
used for the transportation of natural 
gas, subject to the jurisdiction of the 
Commission, as integral parts of ap- 
plicant’s existing pipe-line system, and 
are subject to the requirements of sub- 





®Towa Electric uses oil for pilot lighting 
at its Cedar Rapids, Iowa, plant, the largest 


on its system, even though gas is readily 
available for use at such plant. 
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sections (c) and (e) of § 7 of the 
Natural Gas Act, as amended. 

(3) The record does not contain a 
sufficient showing that the proposed 
transportation and service of natural 
gas to Iowa Electric for use by the lat- 
ter at its Boone plant as boiler fuel 
is or will be required by the present or 
future public convenience and neces- 
sity. The evidence, however, does 
show a need for the operation of the 
proposed facilities limited to the uses 
referred to by the Commission in its 
temporary authorization granted on 
June 15, 1944. 

(4) It is appropriate and in the 
public interest that the application, as 
amended, in this proceeding be dis- 
missed in so far as it seeks permission 
to operate the facilities described in 
paragraph (a) for the delivery of nat- 
ural gas by applicant to Iowa Electric 
for use by the latter as boiler fuel at its 
Boone electric generating plant, and 
that the temporary authorization here- 
tofore granted in this matter on June 
15, 1944, be made permanent as here- 
inafter ordered. 

(5) Applicant’s motion to dismiss 
the petitions to intervene in these pro- 
ceedings should be denied. 

The Commission orders that 

(A) The temporary’ authorization 


granted applicant on June 15, 1944, 
to construct and operate the facilities 
described in paragraph (a) above is 
hereby made permanent subject to the 
terms and conditions of this order. 
The operation of such facilities is lim- 
ited, however, to the delivery of nat- 
ural gas to Iowa Electric solely for 
operation of pilot burners, ignition 
purposes, and as emergency standby 
in case of breakdown of coal-han- 
dling and coal-burning equipment at 
the latter’s Boone electric generating 
plant. 

(B) The application, as amended, 
in so far as it seeks authorization to 
operate the facilities described in para- 
graph (a) above for the delivery of 
natural gas by applicant to Iowa Elec- 
tric for use by the latter as boiler fuel 
at its Boone Electric generating plant 
is dismissed without prejudice. 

(C) Nothing contained in this or- 
der, however, is to be construed to 
prevent applicant from filing an appro- 
priate application with this Commis- 
sion for authority to operate the facili- 
ties herein authorized in order to sell 
additional quantities of natural gas to 
Iowa Electric for distribution by the 
latter in the city of Boone, Iowa, in 
place of the mixed gas presently served 
by it. 
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RE NORTH AMERICAN LIGHT & POWER CO. 


SECURITIES AND EXCHANGE COMMISSION 


Re North American Light & Power 
Company et al. 


File Nos. 59-39, 54-50, 59-10, 54-82, Release No. 6153 
October 23, 1945 


ETITION by subsidiary of two holding companies for Com- 

mission intervention to prohibit the holding companies from 

electing three representatives to the board of directors of the 
subsidiary company; petition granted. 


Intercorporate relations, § 13.1 — Interlocking directorate. 

1. Holding companies may not exercise their voting rights to elect a minori- 
ty of the board of directors of a subsidiary operating company, which is 
prosecuting claims against the holding company for alleged past spoliation 
and mismanagement (in a proceeding relating to simplification of the hold- 
ing company system under § 11 of the Holding Company Act, 15 USCA 
§ 59k) where the election of such directors might prejudice full and effec- 
tive disposition of the claims or full and effective competition between the 
subsidiary and neighboring utilities, p. 75. 


Intercorporate relations, § 6 — Jurisdiction of Commission — Suppression of 
voting rights. 
2. The Commission has power to prohibit holding companies from exer- 
cising their voting rights to elect a minority of a board of directors of a 
subsidiary operating company, which is prosecuting claims against the hold- 
ing companies for alleged past spoliation and mismanagement in a pro- 
ceeding relating to simplification of the holding company system under § 11 
of the Holding Company Act, 15 USCA § 79k, where the election of such. 
directors might prejudice full and effective disposition of the claims or 
full and effective competition between the subsidiary and neighboring utili- 
ties, since the election of the directors is a transaction and a step in the 
performance of a transaction in contravention of an order designed to 
prevent circumvention of the act within the meaning of § 12(f) of the act, 
15 USCA § 791(£), p. 77. 


¥ 


APPEARANCES: M. B. Kennedy 
and Leo Tierney, of Mayer, Meyer, 
Austrian & Platt, Chicago, Illinois, 
for Illinois Power Company; Clayton 
E. Kline, Topeka, Kansas; James 
Masterson, Philadelphia, Pennsyl- 
vania; and Thurman Hill, Washing- 
ton D. C., for North American Light 


69 


& Power Company and Illinois Trac- 
tion Company; Lawrence R. Condon, 
New York city, on behalf of Nellie 
Walters, et al.; Nathaniel Hyman, for 
the Public Utilities Division of the 
Securities and Exchange Commission. 


By the Commission: This proceed- 
ing arises upon a petition filed by Il- 
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linois Power Company under the Pub- 
lic Utility Holding Company Act of 
1935 (the “Act”) respecting a propos- 
al of that company’s statutory par- 
ents, described below, to elect three 
men to its board of directors. 

Illinois Power Company is a direct 
subsidiary of Illinois Traction Com- 
pany. The latter is a subsidiary of 
North American Light & Power which 
is, in turn, a subsidiary of The North 
American Company.’ North Ameri- 
can owns about 83 per cent of the 
voting stock of Light & Power; Light 
& Power owns almost 100 per cent of 
the stock and debt of Traction; and 
Light & Power and Traction together 
own slightly more than 26 per cent 
of the voting securities of Illinois 
Power.* 

North American has filed with us a 
plan proposed as a means of compli- 
ance with § 11 (b) (1) of the Act, 
15 USCA § 79k (b) (1), Light & 
Power was ordered to dissolve by us 
by an order entered on December 30, 
1941, 10 SEC 924, 41 PUR(NS) 
306. The Commission has approved a 
plan filed pursuant to § 11(e) of the 
Act for the liquidation and dissolution 
of Traction. All the proceedings re- 
lating to these matters were consoli- 
dated by our order of October 28, 
1943, 

As part of these proceedings Illinois 
Power is at present asserting and pre- 
senting evidence in support of claims 


of more than $44,000,000° against 


Traction and Light & Power, and, to 
the extent that the claims cannot be 
satisfied from the assets of these com- 
panies, against North American on 
the grounds of alleged past spoliation 
and mismanagement. Light & Power 
is urging counterclaims against II- 
linois. Preferred stockholders of Light 
& Power are urging a “claim-over” 
against North American. That is, 
they are contending that North Amer- 
ican controlled Light & Power at the 
time of the occurrence of the acts by 
Light & Power which give rise to the 
alleged claims of Illinois Power and 
that, therefore, if Illinois Power suc- 
ceeds in establishing claims against 
Light & Power, North American 
should reimburse Light & Power on 
account thereof. They also claim that 
certain securities of Light & Power 
held by North American should be 
subordinated to Light & Power’s pub- 
licly held preferred in the liquidation 
of Light & Power, because of alleged 
mismanagement of Light & Power by 
North American. Thus it is apparent 
that the assets and liabilities of North 
American, Light & Power, Traction, 
and Illinois Power are all dependent 
in one degree or another upon the out- 
come of these various claims and con- 
tentions. The taking of evidence on 
Illinois Power claims and the “claim- 
over” has been under way before us 
since November 16, 1942. The contest 
has been a spirited one. An action in 
the United States district court of Del- 





1 The following designations will be used 
throughout this opinion: 

Illinois Power Company—“Illinois Power” 

Illinois Traction Company—‘Traction” 

North American Light & Power Company 
—“Light & Power” 

The North American Company—“North 
American.” 

The last three companies are sometimes re- 
ferred to (individually or collectively) as the 
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“parents” of Illinois Power. Traction, Light 

Power and North American are all regis- 
tered holding companies under the Act. 

2North American owns directly a small 
amount of Illinois Power securities. 

8 Illinois Power has recently filed an amend- 
ment to and modification of its statement of 
claims raising substantially the amounts in- 
volved. 
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aware in which Illinois Power is suing 
North American, Traction, Light & 
Power, et al., for approximately $44,- 
000,000 (including interest) on the 
same grounds has been stayed pending 
termination of the proceedings before 
us. 

The 26 per cent of voting securities 
held by Traction and Light & Power 
(entitled to vote cumulatively) can 
elect three of the nine directors of 
Illinois Power. Five members of II- 
linois Power’s present board are em- 
ployees of Illinois Power. The sixth 
is connected with a firm acting as 
counsel for the company. There is no 
dispute that these directors work close- 
ly with and are responsive to the presi- 
dent of Illinois Power, Allen Van 
Wyck, although he is president of a 
company controlled by North Ameri- 
can, Traction and Light & Power, has 
been vigorous in the prosecution of the 
company’s claims against its statutory 
parents. Three of the 9-man board of 
directors were in 1943 and 1944 elect- 
ed by the parents of Illinois Power. 
There are some indications that to- 
ward the end of 1944, the three par- 
ents’ designees were unwilling to serve 
further. 


Late in 1944 Traction and Light & 
Power demanded an inspection of the 
stock records of Illinois Power for the 
stated purpose of soliciting proxies for 
the 1945 annual meeting. Upon re- 
ceipt of this demand Illinois Power 
petitioned us to prevent such solicita- 
tion without our prior consent. Light 
& Power then stated to Illinois Pow- 
er’s management that it did not intend 
to solicit proxies without our consent 
but wished to inspect the list in order 
to select the names of possible direc- 
tors. 


In March, 1945, Illinois Power was 
told by Light & Power that Light & 
Power intended to elect to the board 
Robert N. Golding, Nicholas P. Zech. 
and Robert D. Gordon. 

On March 30, 1945, Illinois Power 
filed the supplemental petition which 
is the subject of this proceeding. Il- 
linois Power insists that each of the 
candidates is connected with the Mid- 
dle West Corporation (“Middle 
West”), parent of Centrai Illinois 
Public Service Company (“CIPS”), 
that CIPS operates utility properties 
in contiguous areas to those of Illinois 
Power, that CIPS and Illinois Power 
are in substantial competition and face 
the continual necessity of arm’s-length 
dealing, that there is a substantial 
possibility that Middle West may wish 
to acquire stock or property of Illinois 
Power for integration with CIPS and 
thus has an interest in defeating II- 
linois Power’s,claims against its par- 
ents or settling them adversely to II- 
linois Power, and that election of these 
men would hinder a fair determination 
of the claims and full prosecution of 
arm’s-length dealing in the relations 
between Illinois Power and CIPS. 

The petition asks that we issue such 
order or orders under the Act as are 
necessary or advisable in the circum- 
stances. 


Light & Power and Traction in a 
joint answer to the petition assert that 
the Commission has no power to grant 
any relief to Illinois Power, that the 
men chosen were selected after care- 
ful investigation, that the objections to 
the candidates are frivolous, that the 
candidates cannot outvote six directors 
favorable to Van Wyck, that the peti- 
tion should be dismissed and that, if 
the Commission takes any action, it 

61 PUR(NS) 





SECURITIES AND EXCHANGE COMMISSION 


should also examine into other board 
members and provide that they be in- 
dependent of Van Wyck. 

A hearing has been held on the peti- 
tion; requested findings and briefs 
have been filed and we heard oral 
argument. There is no basic dispute 
about the underlying facts we shall 
discuss. The essential issues are 
whether the Commission has the pow- 
er to take action, whether the facts 
show a need for action, and what ac- 
tion, if any, should be taken. 

Before the facts are more fully dis- 
cussed it should be pointed out that 
it has not been shown that under II- 
linois procedure three directors can, 
through the power of their votes alone, 
block any action which the present six 
directors may choose to take. As we 
shall note, the possibilities of harm 
claimed by Hlinois Power are asserted 
to arise from the mere presence of al- 
leged adverse interests on the board. 


The Men Proposed for the Board 


Robert Golding: Golding, a Chi- 
cago lawyer, is a director of Middle 
West. His name was suggested to 
Ackers, president of Light & Power by 
John Jirgal, a utilities consultant.* 
The appointment for a meeting be- 
tween counsel for Light & Power and 
Golding was made by P. L. Smith, 
the then president of Middle West. 
Golding asked Smith whether election 
to the board would involve Golding in 
any conflict with his interests in Mid- 
dle West. Smith said it would not. 

Golding met Light & Power’s coun- 
sel for the first time at this meeting. 


He accepted the offer of a directorship 
without hesitation.® 

Nicholas Zech: Zech had been em- 
ployed by the receivers of Middle 
West Utilities Corporation, and, from 
the time of organization of Middle 
West to succeed that company in 1935, 
was employed as Middle West’s comp- 
troller. In 1944, Zech was retired un- 
der a pension plan of Middle West 
over which Middle West has no fur- 
ther control. Zech now does business 
in his own name as a utility consultant, 
maintaining an office in association 
with several other former Middle 
West employees. Zech’s name was 
apparently suggested by one of the 
retiring Illinois Power directors des- 
ignated by Light & Power. The rec- 
ord indicates that P. L. Smith knew of 
the decision to invite Zech. It does 
not indicate how he got his know/- 
edge. 

Robert Gordon: Gordon is a large 
stockholder and director of Ashland 
Oil & Refining Company, of which W. 
C. Freeman, formerly vice president 
of Middle West, is also a director. 
Gordon is friendly with Freeman and 
he mentioned the invitation to Free- 
man before accepting it. It appears 
that Gordon was first approached with 
the invitation by H. L. Hanley, a for- 
mer member of Light & Power and 
Illinois Power management. 

The following additional facts ap- 
pearing in the record are set forth by 
Illinois Power as relevant to the con- 
nection of Middle West with the 
choice of the nominees: 

a. The three candidates were un- 





* Jirgal presented other names at Ackers’ 
suggestion. It is claimed by itioner to be 
significant that Golding was the only one on 
be list followed up and considered by Light 

ower. 
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5In a letter thanking Golding for his ac- 
ceptance Ackers asked Golding if he could 
suggest other candidates. 
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known to Ackers for any substantial 
period prior to their selection. 

b. The three candidates knew each 
other. 

c. Three of the men involved in 
suggesting and selecting the candidates 
have known P. L. Smith for some 
time. They are Ackers, Jirgal and 
Hanley. 

d. The three candidates were the 
only ones interviewed although other 
names had been suggested, among 
them those of twenty-four large hold- 
ers of Illinois Power stock. 

e. The candidates accepted the in- 
vitation soon after if was made. 
(Golding did so immediately, Zech 
and Gordon within several days—the 
exact periods are not clear.) 

f. P. L. Smith and Shea, president 
of North American, were conferring 
in New York about Smith’s testimony 


in the claims proceeding in January, 
February, and March of 1945, the 
general period in which the candi- 
dates were chosen.* Ackers, president 
of Light & Power, was in New York 
toward the end of December, 1944, 
conferring with Shea.” 


The Relations of Illinois Power with 
Surrounding Companies 


a. Power Supply 
Illinois Power is an operating com- 


pany whose territory is scattered 
throughout the state of Illinois. In 
northern, central and southern parts 
of the state its territories adjoin, and 
in some cases are completely surround- 
ed by, those of CIPS, a subsidiary of 
Middle West. Its large territory in 
the southwestern part of the state ad- 
joins that of Union Electric Company 
of Illinois (now known as Union 
Electric Power Company). That 
company is a subsidiary of Union 
Electric Company of Missouri, in 
turn a subsidiary of North Ameri- 
can. 

Illinois Power is extraordinarily de- 
pendent on outside sources of power. 
Only about 8 per cent of the power it 
sells is produced in its own generating 
stations; the remaining 92 per cent is 
purchased. The following chart shows 
the sources and amount of energy pur- 
chased, and costs. CIPS is underlined 
by a broken line. Companies under- 
lined with a solid line are subsidiaries 
of North American. As is clear from 
the chart, Illinois Power depends upon 
subsidiaries of North American for 
the largest portion of its power and 
received the remainder from other 
sources, including the Middle West 


system. 





6 Van Wyck testified that he had heard that 
in 1943 P. L. Smith, president of Middle 
West, and the First National Bank of Chi- 
cago had both submitted a list of candidates 
to Light & Power for election to Illinois 
Power's board. No such testimony was given 


respecting later elections, nor was the testi- 
mony given followed up or fully explored. 
It does not appear that any candidates on 
Middle West’s list were elected. 

7 Ackers, however, claims that he did not 
discuss the pending petition at these meetings. 
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ILLINOIS POWER COMPANY 
Purchased Power—Year 1944 


Purchased From 


Central Illinois Public Service Company— 
Under contract dated February 1, 1939 
Under contract dated April 15, 1938 

Central Illinois Light Company 

North Counties Hydro Electric Company 


Commonwealth Edison Company— 
Under original contract 
Under supplemental contract 


Union Electric Company of Illinois 
Mississippi River Power Company 
Iowa Union Electric Company 


University of Illinois 
Libby Owens Ford Glass Company 
City Water, Light and Power, Springfield 











Totals 


This dependence on outside sources 
is a result of the history of Illinois 
Power. Material elements of that his- 
tory are now in litigation and we do 
not undertake to make any findings 
affecting the outcome of that litiga- 


tion. But it may be noted that prior to 
1926 Light & Power was controlled 
by what was commonly called the 
Studebaker Group, that in 1926 it be- 
came known that this group’s interest 
in Light & Power could be acquired. 
At that time North American con- 
trolled operating properties in Mis- 
souri and Illinois adjoining properties 
of Light & Power, while Middle West 
and other interests dominated by Sam- 
uel Insull, who controlled Middle 
West, controlled operating properties 
in Illinois and Indiana adjoining prop- 
erties of Light & Power. A contest be- 
tween North American and the Insull 
interests for the control of Light & 
Power seemed to impend. Thereupon, 
during a convention of the National 
Electric Light Association, represent- 
atives of North American, Middle 
West and Light & Power met and dis- 


Total 
Charges 


$116,655.60 
16,673.06 
360,825.73 
51,567.98 


1,333,844 
63,797,000 
10,313,595 


379,168,660 
5,440,100 
548,918,603 
43,188,000 
2,605,333 
274,100 
42,829,400 
64,689,400 


1,178,220,735 


cussed means of avoiding a contest. 
Not long thereafter an arrangement 
was made by which North American 
and Middle West each acquired 424 
per cent of the common stock of Light 
& Power, the “Studebaker Group” re- 
taining the remaining 15 per cent of 
Light & Power common.’ Shortly 
after the acquisition of these interests 
in Light & Power by North American 
and the Insull interests, Union Elec- 
tric Company of Illinois acquired the 
largest generating station of Illinois 
Power and entered into contracts to 
supply current to Illinois Power. Ar- 
rangements were made also to supply 
Illinois Power from the Insull-con- 
trolled Powerton station and from 
CIPS (then a subsidiary of Middle 
West Utilities Company—an Insull 
company and predecessor of Middle 
West). 

From the power supply standpoint 
Illinois Power has been partially de- 
pendent upon the Middle West system. 
That CIPS still has a lively interest 
in maintaining its supply position is 
indicated by the fact that recently 


1,660,519.70 
54,427.90 
3,314,372.82 
265,301.35 
24,069.53 
2,466.90 
219,368.52 
347,166.07 


$6,433,415.16 








8 As a result of the bankruptcy of Middle 
West and other later events not here material 
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North American survived as the dominant in- 
terest in Light & Power. 
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when Illinois Power asked the War 
Production Board for priorities to 
build a plant at Havana, Illinois, on 
the Illinois River, CIPS filed a com- 
peting application for a plant. Illinois 
Power’s request was granted—and it 
is now claimed that it will proceed 
to build a plant as soon as conditions 
permit.® 


b. Property Acquisitions 

Illinois Power operates in three rel- 
atively large and four small areas 
throughout the State. Each of the 
seven areas is isolated from all the 
others. Of the small areas two are 
wholly and two are partially surround- 
ed by CIPS territory. Two of the 
large areas are separated by CIPS 
territory and the third adjoins CIPS 
territory to a substantial extent. 

A program of rationalizing property 
ownership in the territory may require 
substantial acquisitions and sales as 
between CIPS and Illinois Power. 
Illinois Power has claimed that there 
is a likelihood that the Middle West 
system may seek to acquire the prop- 
erties or a controlling interest in the 
stock of Illinois Power as a whole for 
integration with CIPS. Admittedly 
this “likelihood” was based on rumors 
reported to Van Wyck, although Van 
Wyck stated that the rumors were per- 
sistent. There are no known negotia- 
tions for such acquisition presently 
taking place. Upon this possibility has 
been constructed the theory that it 
would be to Middle West’s advantage 
to have the claims proceeding termi- 
nate adversely to Illinois Power. The 
reasons are as follows: (a) If Illinois 
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Power should come out of the proceed- 
ings with a substantial increase in as- 
sets by virtue of recovery or settle- 
ment, it would be more expensive to 
Middle West to acquire a controlling 
block ; (b) If Illinois Power’s parents’ 
holdings should be canceled Middle 
West would be remitted to gathering 
control from small scattered holdings. 


c. New Business 

Rural codperatives serve farm areas 
in the territory of Illinois Power and 
CIPS; such codperatives and other 
rural population not yet served at the 
fringes of their territory are an area 
of possible competition. 


d. Other Competitive Matters 
Illinois Power alleges that its rates 
are, in general, lower than those of 
CIPS. It is testified that CIPS has 
protested against Illinois Power’s pro- 
gram of reducing rates and that the 
presence of directors beholden to Mid- 
dle West might prejudice continued 
rate reduction since these directors 
might wish to spare CIPS the em- 
barrassment of operating in the same 
area with a company whose rates 
are lower. 

Similar arguments are made with 
respect to differences in labor stand- 
ards, methods of dealing with codpera- 
tives, and policy respecting the acquisi- 
tion of properties by governmental 
subdivisions. 


Conclusions as to the Middle West 
Aspects 
[1] Our conclusions on the Middle 
West aspects are: 
There is actual and potential com- 





® Van Wyck testified that a previous presi- 
dent of Illinois Power, J. D. Mortimer, was 
ousted by the system management for mak- 
ing commitments to supply independent gen- 
erating facilities for the company. Van Wyck 


75 


admitted however that Mortimer’s commit- 
ments were in excess of Illinois Power's avail- 
able funds. 

Of course, we make no finding on these 
points at this time. 
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petition between Illinois Power and 
CIPS. 

The interests of Illinois Power and 
CIPS are adverse in certain important 
respects specified above and may well 
become even more so. 

The existence of interlocking direc- 
tors between Illinois Power and Mid- 
dle West, which controls CIPS, is 
against the public interest and the in- 
terests of both Illinois Power and 
CIPS. This is especially so during 
the liquidation of Light & Power and 
the disposition of its asset, which 
include its interests in Illinois Pow- 
er whatever they may turn out to 
be. 

The restraint of “free and independ- 
ent competition,” one of the evils 


aimed at in this Act (§ 1 (b) (2)), 
15 USCA § 79a (b) (2) includes 
the restraint arising from the creation 


of interlocking relations which are 
against the public interest.” 
Connections between Middle West 
and Zech and Gordon sufficient to 
warrant refusing a place on the board 
because of their affiliations alone have 
not been established. Golding on the 
other hand is a director of Middle 
West and cannot in our opinion be 
placed in the same category. 
However this does not dispose of 
the controversy before us since we 


must still consider how it is affected by 
the claims cases. 


The Significance of the Claims Case 

Pursuant to § 11 of the Act the 
North American system must be re- 
organized, and Traction and Light & 
Power must be dissolved, on a fair 
basis.“ Our jurisdiction to hear the 
claims asserted by Illinois Power and 
the “claim-over” rests largely on the 
necessity of a full record of the facts 
giving rise to these claims in determin- 
ing what plans are fair and what the 
assets and liabilities of the various 
companies are. Those determinations 
cannot be reached unless the record is 
independently made, by parties free 
of conflicts in interest. A compromise 
in this case in order to be of any real 
value as the basis of a plan, must be 
reached as a result of completely in- 
dependent dealing. These aims cannot 
be achieved without a strict respect for 
the corporate entities of Illinois Power 
and its parents, and without rigorous 
regard for the fact that Illinois Pow- 
er’s parents are not merely stockhold- 
ers but adverse quasi-parties in a pro- 
ceeding which pits their interests 
against those of public security holders 
in Illinois Power and Light & Power. 


We do not see how the directors 
and management of Illinois Power can 





10 For example, § 10(b)(1), 15 USCA 
§ 79j(b)(1) provides that we may not ap- 
prove an acquisition of an interest if “such 
acquisition will tend towards interlocking re- 
lations or the concentration of control of pub- 
lic-utility companies of a kind or to an extent 
detrimental to the public interests or the inter- 
est of investors or consumers.” 

In considering these problems we must bear 
in mind the general policy of Congress. That 

policy, as expressed in the ee «se Act (15 
USCA § 19) is against interlocking directors 
among competitors in interstate commerce—as 
Illinois Power and CIPS, a Middle West 
subsidiary, are. See McLean ar | : v. 
United States (1944) 321 US 67, L ed 
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544, 53 PUR(NS) 473, 64 S Ct 370. 

11 There are several indications that Illinois 
itself is in need of reorganization both for 
good business reasons and to accomplish com- 
pliance with the Act. Thus it appeared that 
a filing of that company under the Securities 
Act of 1933 and the refinancing of its debt 
were greatly impeded by its balance sheet sit- 
uation and various factors described in our 
opinion, Re Illinois Power Co. (1944) Pub- 
lic Utility Holding Company Act Release No. 

15. We-have issued an order setting for 
hearing the question whether Illinois should 
be reorganized to conform to § 11(b)(2) of 
the Act (Public oak Holding ~ ieee 
Act Release No. 2953, Aug. 22, 1941) 
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engage in a frank discussion of its 
plans for prosecuting claims and devel- 
oping evidence or for trading out a 
compromise if one becomes possible 
in the presence of directors chosen by 
Light & Power and North American. 
Nor do we believe that directors so 
chosen can isolate themselves from 
knowledge of what goes on within the 
Illinois Power board and management, 
or fail to be a source of embarrassment 
and suspicion to the Illinois Power 
representatives, or that they can act 
with complete loyalty to both Illinois 
Power and the North American in- 
terests. North American and Light & 
Power should stay on their own side 
of this controversy—if a compromise 
is ever reached and presented to us 
we wish to approach it with the 
knowledge that it was bargained out at 
arm’s length. 

We think it clear that Illinois Pow- 
er has shown the need to prevent the 
election of any representatives of its 
parents to its board while the claims 
are pending especially at this point 
where the proceedings are reaching the 
stage of imminent disposition.” 

We have carefully considered al- 
ternatives to the action we take in this 
case, including the possibility that elec- 
tion of the proposed candidates be per- 
mitted with appropriate conditions 
designed to insure that they would 
absent themselves from all meetings in 


which the claims of Illinois Power 
against its parents or matters affecting 
Illinois Power’s relations with CIPS 
and Middle West are considered ; that 
they would refrain from all attempts 
to exercise any influence on the man- 
agement with respect to these matters, 
either officially or otherwise; and 
would refrain from seeking or trans- 
mitting to adverse interests any in- 
side knowledge on these matters. 
However, we rejected this alternative 
for the reason (among others) that 
apart from any question as to our le- 
gal power to impose such conditions 
there would be practical difficulties in 
the way of enforcing them effectively 
or without opening the door to pro- 
tracted litigation further delaying a 
system reorganization. Thus, notwith- 
standing our reluctance to interfere 
with normal corporate relations, we 
have decided to issue an order prevent- 
ing the vote. 


The Commission's Power to Act 

[2] The Act contains the guides to 
its own construction. Section 1 (c) 
declares the policy of the Act to be to 
eliminate the evils enumerated in § 1 
(b) and it directs that “all provisions 
of this title shall be interpreted, to 
meet the problems and eliminate the 
evils as enumerated in this section.” 

Among the evils enumerated are 
those arising when subsidiaries of 
holding companies enter into trans- 





12Several attempts to compromise have 
been made thus far without success. 

18 We do not intend to say that every par- 
ent against which claims are made by a sub- 
sidiary should not be permitted to vote its 
stock in that subsidiary. Among the factors 
we have considered here are that in this case 
Light & Power is under order to dissolve; 
the extent of the very interest it seeks to have 
represented is now in issue; we have been 
for some time in a technical position to apply 
to a Federal district court to have the entire 
administration of Light & Power’s affairs 


taken out of the hands of its managers alto- 
gether and placed in the hands of a trustee; 
and finally in this case the management has, 
from the very beginning, prosecuted the pro- 
ceeding with apparent independence and vigor 
and we think it has sufficiently demonstrated 
that if new representatives of the company’s 
parents are permitted to join the board at 
this stage of the controversy a positive threat 
will arise that the existing independence might 
be impaired and the prosecution or settlement 
interfered with. 
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actions in which there is “an absence 
of arm’s-length bargaining” or a “re- 
straint of free and independent com- 
petition.” (Section 1 (b) (2).) 

The policy embodied in § 1 is direct- 
ly implemented by § 12 (f), 15 USCA 
§ 791 (f), which provides: 

“Tt shall be unlawful for any regis- 
tered holding company or subsidiary 
company thereof, by use of the mails 
or any means or instrumentality of in- 
terstate commerce, or otherwise, to 
negotiate, enter into, or take any step 
in the performance of any transaction 
not otherwise unlawful under this 
title, with any company in the same 
holding-company system or with any 
affiliate of a company in such holding- 
company system in contravention of 
such rules and regulations or orders 
regarding reports, accounts, costs, 


maintenance of competitive conditions, 


disclosure of interest, duration of con- 
tracts, and similar matters as the Com- 
mission deems necessary or appro- 
priate in the public interest or for the 
protection of investors or consumers 
or to prevent the circumvention of the 
provisions of this title or the rules and 
regulations thereunder.” 

Whether § 12 (f) standing alone, 
is authority for prevention of a vote 
depends upon whether (a) the election 
of directors would be a “transaction” 
performed by Light & Power, or, (b) 
even if it is not, whether it may be 
deemed as the taking of a “step in the 
performance of any transaction” with- 
in the meaning of § 12 (f). 

(a) It is our view that the election 
of a director of a company is a trans- 
action within the meaning of § 12(f). 


In previous subsections provisions are 
made respecting borrowings, exten- 
sions of credit and indemnities (§§ 12 
(a) and (b)); payment of dividends, 
acquisition, retirement, and redemp- 
tion of securities (§ 12(c)); sales of 
securities or utility assets (§ 12(d)); 
and the solicitation of proxies, con- 
sents, or authorizations (§ 12(e)). 
Subsection (f), as is obvious on its 
face, was intended as a catch-all to in- 
sure the Commission’s jurisdiction to 
issue rules or orders whenever neces- 
sary to maintain competitive condi- 
tions or for other stated purposes. 

The breadth of scope intended in 
§ 12(f) is shown also by its legislative 
history. The bill as originally present- 
ed to Congress limited the application 
of the section by using the words 
“competitive bidding” in place of the 
present phrase “maintenance of com- 
petitive conditions.” In proposing the 
amendments which brought about the 
change Senator Barkley said: 

“The use of the words ‘competitive 
bidding’ is rather restrictive, and 
would apply only in cases where there 
was a process of bidding which was 
intended or supposed to be competitive. 
The amendments broaden the lan- 
guage so as to substitute ‘maintenance 
of competitive conditions.’ That may 
go beyond the mere bidding for con- 
tracts and one thing and another of 
that sort.” 

At another point, Senator Barkley 
said : 

“ . . this is one of a series of 
amendments agreed to last Friday in 
order to make the language still broad- 
er. The language now written into 





14 The fostering of arm’s-length bargaining 
is a keynote of this legislation. References 
to it will be found (inter alia) in §§ 2(a) 
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13(f). 
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the bill refers only to competitive bid- 
ding. This amendment would make it 
applicable to competitive conditions, 
and two other amendments of the same 
sort have already been agreed to.” ™ 

In commenting on this section in Re 
Dayton Power & Light Co. (1941) 8 
SEC 950, 984, 38 PUR(NS) 129, 
159, we said: 

“ . . it is plain that Congress 
not only contemplated rules which 
would maintain competitive conditions 
generally in the utility industry 
—certainly not excluding security 
transactions—but expressly contem- 
plated competitive bidding as one of 
the means of achieving that end. We 
have sought by our rule to maintain 
competitive conditions in security 


transactions of utilities by a means 
short of universal competitive bidding. 
Considering the various sections of the 


statute which contain the phrase ‘main- 
tenance of competitive conditions,’ in 
relation to the general scheme of reg- 
ulation revealed in the entire Act, it is 
apparent that in performing our broad 
duties in connection with security is- 
sues of determining terms and condi- 
tions that are necessary or appropriate 
in the public interest Congress intend- 
ed to include, along with the more 
sweeping regulatory powers, the pow- 
er to impose whatever requirement the 
Commission might find necessary or 
appropriate to secure the ‘maintenance 
of competitive conditions.’ ” 
Congress has made it clear that its 
concern was not to reach certain limit- 
ed forms of activity but, whatever the 
activity, to ensure that it shall be reg- 
ulated to preserve certain stated stand- 
ards. In using the word “transaction” 


Congress found the nearest approxi- 
mation to the broad policy set forth in 
§ 1. Common usage of the term de- 
notes activity of any commercial kind 
which fixes, alters, or is in pursuance 
of, commercial relations; the law 
has in general fostered the widest 
usage of the term—as any legal com- 
pilation under it will attest; and its 
coverage of any activity in the holding 
company subsidiary context which 
might impair the stated purposes of 
the Act is clear from the placement and 
legislative history of § 12(f) and from 
Congress’ own direction as to the 
method of its construction. 

(b) “To take any step” in the per- 
formance of “any” transaction in con- 
travention of Commission rules or or- 
ders respecting stated standards is 
likewise prohibited under § 12(f). 
Even if the election of directors is not 
regarded as a “transaction” it may, 
where the facts are appropriate, be con- 
sidered as a “step.” A showing that 
the election of directors is effected in 
pursuance of a program of anticipated 
dealings with a subsidiary seems to us 
clearly to establish the election as a 
“step” in the performance of “any” 
transaction. Section 12(f) is prospec- 
tive in its operation, and is therefore 
basically prophylactic. Its purpose is 
to prevent the occurrence of the evils 
against which the Act was designed. 
Those evils arise, in large measure, 
from the influence exerted over sub- 
sidiaries by holding companies and 
that influence is exerted by the vote. 
In a case in which exercise of the vote 
may so condition future transactions 
as to deprive them of the vital element 
of competition, or to permit circum- 





15 See 79 Cong. Rec. 8846 and 8931, respec- 
tively, for the above quotations. 


16 See Re Kidder, Peabody & Co. (1945) 
Securities Exchange Act Release No. 3673. 
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vention of the provisions of the Act 
we believe it clear that we may pre- 
vent that exercise under § 12(f). 

We do not intend to say that § 12 
(f) gives the Commission indiscrim- 
inate power to terminate voting rights. 
While inequitable distribution of vot- 
ing power is to be cured under the Act 
it is clear that the reorganization 
process under § 11 is the manner in 
which Congress intended that such 
inequities should be cured. 

However, this does not mean that 
the Commission cannot prevent the 
exercise of the vote in a particular in- 
stance in which such exercise would be 
an abuse—might, because of the sup- 
pression of full competition, result in 
irrevocable harm which cannot be 
cured through the processes of § 11. 

Section 12(f) invokes all the stand- 
ards of the Act; under it the Com- 
mission may issue orders “to prevent 
the circumvention of the provisions of 
this title or the rules and regulations 
thereunder.” One of the requirements 
of the Act is expeditious compliance 
with § 11 by fair and equitable means. 
We are now hearing claims and coun- 
terclaims between Illinois Power and 
Traction and Light & Power and a 
claim-over against North American as 
part of our administration of § 11 re- 
specting the system. We have issued 
an order setting for hearing the ques- 
tion of the application of § 11(b) (2) 
to Illinois Power. Light & Power is 
under order to dissolve. Fair and 
equitable compliance by all these com- 
panies requires effective prosecution 
and/or arm’s-length settlement of the 
various claims. The presence of Light 
& Power candidates, which we have 
found will impair full prosecution or 
fair settlement or otherwise circum- 
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vent the provisions of the Act, is a 
sufficient ground for taking appropri- 
ate steps under § 12(f). 

Even if we assumed that, notwith- 
standing the circumstances of this case, 
Illinois Power’s parents had “normal” 
voting rights, the prevention of exer- 
cise of normal voting rights to protect 
the integrity of our procedure under 
§ 11 is not novel. In 1941 we or- 
dered Light & Power to refrain from 
holding a stockholders’ meeting (ex- 
cept to adjourn) in which it was pro- 
posed to vote on the question of dis- 
solving Light & Power under state 
law, and we ordered North American 
to refrain from voting its holdings on 
that proposal. We cited § 12(d) asa 
partial basis for our power since the 
proposed dissolution and consequent 
liquidation would involve a. sale, 


within the meaning of that section, 


and a liquidation outside of the ambit 
of § 11 would circumvent the provi- 
sions of the Act. Re The North 
American Co. (1941) 9 SEC 617. 

However, the force of that opinion 
lies mainly in the fact that the Com- 
mission was acting to protect its ju- 
risdiction under § 11 rather than ina 
technical construction of § 12. So 
here the dominant basis for the Com- 
mission’s power is the need to prevent 
prejudice to the expeditious and equi- 
table reorganization of system com- 
panies under § 11. 

Light & Power argues that § 17(c), 
15 USCA § 79q(c), dealing with the 
constitution of boards of directors of 
system companies, exhausts Congress’ 
intentions on the subject of directors. 
That section provides: 

“After one year from the date of the 
enactment of this title, (August 26, 
1935), no registered holding company 
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or any subsidiary company thereof 
shall have, as an officer or director 
thereof, any executive officer, director, 
partner, appointee, or representative of 
any bank, trust company, investment 
banker, or banking association or firm, 
or any executive officer, director, part- 
ner, appointee, or representative of any 
corporation a majority of whose stock, 
having the unrestricted right to vote 
for the election of directors, is owned 
by any bank, trust company, invest- 
ment banker, or banking association 
or firm, except in such cases as rules 
and regulations prescribed by the 
Commission may permit as not ad- 
versely affecting the public interest or 
the interest of investors or consum- 


ers. 


The error of this argument is clear- 
ly revealed when the case is viewed in 


its proper context. Section 17(c) in- 
dicates that Congress was aware of 
the evils arising when banking inter- 
ests maintained management affiia- 
tions with holding companies and sub- 
sidiaries. But it does not indicate that 
the Commission’s concern with boards 
of directors is to cease once the Com- 
mission determines that boards do not 
contain banking affiliates. 

The statute not only vests the Com- 
mission with the job of requiring com- 
pliance with § 11 and of testing plans 
of compliance for fairness and equi- 
tableness but specifically vests it with 
power to make “such orders as it may 
deem necessary or appropriate to carry 
out the provisions of this title”—in- 
cluding § 11 (§ 20(a)) and to stop 
the making of any transaction or the 
taking of any step to effectuate any 
transaction in contravention of an or- 


der designed to prevent circumvention 
of the Act. (§ 12(f).) 

There is little merit in an argument 
that these provisions, especially in the 
context of a statute aimed at the subtle 
and diverse abuses brought about by 
management affiliations, must be con- 
strued to fall short of giving the Com- 
mission the authority to protect the in- 
tegrity of § 11 by sterilizing the vote. 

The management of Illinois Power, 
in that company’s claims against its 
parents, is acting as a representative of 
the company’s public security holders. 
A representative of a class, suing on 
behalf of the class, is, in a sense, a 
fiduciary for the members of the class 
in respect of that action, and his con- 
duct of the litigation is subject to scru- 
tiny of the tribunal to the end that he 
represent his class fully and fairly. 
For example, he cannot settle the liti- 
gation on his own behalf, ignoring the 
rights of others (Cf. Young v. Higbee 
Co. [1945] 324 US 204, 89 L ed —, 
65 SCt71). He will not be permitted 
to conduct the litigation or bind the 
class in the litigation if the court deems 
him not to be an adequate representa- 
tive of the class, Pelelas v. Caterpillar 
Tractor Co. (1940) 113 F2d 629, or 
to have interests in conflict with those 
of the class, Hansberry v. Lee 
(1940) 311 US 32, 85 L ed 22, 61 
S Ct 115, 132 ALR 741. 

The needs giving rise to these ju- 
dicial doctrines are the same as those 
existing in the quasi judicial procedure 
under § 11, and any doubt that we can 
use reasonable means to answer those 
needs, in our opinion, is dispelled by 
the express language of §§ 12(f) and 
20(a). 

An appropriate order will issue. 
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United Gas Corporation 


Shepherd Laundries Company, Incorporated 


No. A-331 
— Tex —, 189 SW2d 485 
July 18, 1945; rehearing denied October 17, 1945 


PPEAL from judgment for customer in action based on in- 
A equality of gas rates; reversed and remanded. For dect- 
sion by Court of Civil Appeals, see (1944) 55 PUR(NS) 351, 

181 SW2d 929. 


Discrimination, § 17 — Rate inequality — Overcharge distinguished. 
1. A discrimination may arise from a mere inequality in rates, but an over- 
charge arises only when the rate charged is unreasonable in and of itself, 
irrespective of the rate exacted of others, or when it is in excess of the 
rate established for the particular customer or business, p. 86. 


Reparation, § 46 — Overcharge — Evidence. 
2. In a suit for overcharges, the rate paid by others is immaterial, as it is 
only in suits for damages for discrimination that rates charged others are 
important, p. 86. 

Reparation, § 23 —Discriminatory rates — Proof of damage. 
3. A suit by a customer against a public utility to recover because of 
charges in excess of rates charged to others, when no claim is made that 
the rate charged is unreasonable, is not a suit for overcharge but for dis- 
crimination, where competition between ratepayers is a factor and damages 
must be alleged and proved, p. 86. 

Discrimination, § 3 — Recovery of damages. 
4. A customer before he may recover for mere discrimination in rates must 
allege and prove his loss as in tort, p. 90. 

Appeal and review, § 68 — Remand — Erroneous theory of trial — Overcharge 

or discrimination. 

5. An action by a customer to recover because of inequality of gas rates 
should be remanded, upon reversal because of a decision in favor of the 
customer after trial upon an erroneous theory, instead of the appellate 
court rendering judgment for the company, p. 93. 


Discrimination, § 17 — Rates — Inequalities — Damages. 

Review of history of the development of law relating to inequalities in rates 

and the measure of damages for discrimination in charges, p. 86. 
Discrimination, § 3 — Damages — Competition between parties. 

Discussion of the development of the American rule requiring competition 
. 61 PUR(NS) 82 
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between the parties before damages may be recovered for discrimination 


in rates, p. 88. 


APPEARANCES: Baker, Botts, An- 
drews & Wharton and Walter H. 
Walne, all of Houston, and Black, 
Graves & Stayton and Chas. L. Black, 
all of Austin, for petitioner; Edward 
S. Boyles and M. U. S. Kjorlaug, both 
of Houston, for respondent. 


FoLLey, Commissioner: This suit 
was instituted in Harris county by the 
respondent, Shepherd Laundries Com- 
pany, Inc., against the petitioner, 
United Gas Corporation, for damages 
because petitioner charged respondent 
a higher rate for natural gas furnished 
it in Houston for certain periods be- 
tween June, 1934, and October, 1942, 
than it did other customers in that 
city “under similar and like circum- 
stances.” The petition of respondent 
charges that during such period the 
gas company, and its predecessor in 
business, supplied gas to respondent 
at 19 cents per thousand cubic feet 
for the first 1,000 per month, 18 cents 
for the next 9,000 cubic feet, and 17 
cents for all additional gas used during 
the month, while during the same 
period gas was furnished to other cus- 
tomers similarly situated at lower 
rates. This suit is for the difference 
between the rate paid by respondent 
and the lower rate paid by other sim- 
ilar customers. Based upon jury find- 
ings that the favored customers were 
served under similar and like circum- 
stances, and upon undisputed facts that 
they received gas at lower rates, judg- 
ment was rendered for respondent in 
the sum of $5.094.10, which was af- 
firmed by the court of civil appeals. 


* 


83 


(1944) 55 PUR(NS) 351, 181 SW 
2d 929. 


The petitioner’s chief contention is 
that respondent is not entitled to re- 
cover because no claim was made that 
the rate charged it was unreasonable or 
that the lower rate given to other cus- 
tomers caused respondent any loss or 
damage in its business. In this con- 
nection it further asserts that this is 
merely a case of discrimination in 
rates, not involving an overcharge, 
and that the measure of damages in 
such instances is not the difference in 
the two rates but the actual loss, if any, 
suffered as a result of the lower rates 
to others, which damage must be al- 
leged and proved as in the case of all 
other torts. In passing on this ques- 
tion we must first determine the exact 
nature of respondent’s suit. 

The respondent did not assert that 
it paid an unreasonable rate or that 
the lower rate extended to certain 
other customers had been duly estab- 
lished by the utility company or any 
rate-making body as the rates applica- 
ble to its business. Its claim was not 
that it had paid more than was due un- 
der an established rate, but simply that 
others paid less, and that this mere in- 
equality in rates subjected it to a 
discrimination in violation of Art 
1438, Vernon’s Ann Civ Stat. It was 
alleged that during part of the time 
respondent was paying the 19-18—17- 
cent rate, above mentioned, such cus- 
tomers in Houston as Public Laun- 
dries, Ineeda Laundry, Port City Pack- 
ing Company, Fehr Baking Company, 
and St. Joseph’s Infirmary, in the 
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same classification and under similar 
situations, were furnished gas by peti- 
tioner at 14-13-12 cents for like 
amounts ; and that at other times dur- 
ing such period Oriental Textile Mills, 
Texas Creosoting Company and the 
United Creosoting Company were be- 
ing furnished gas at 16 cents for the 
first 1,000 cubic feet and 15 cents for 
all additional gas. It was not alleged 
that any of the customers receiving the 
lower rates were competitors of re- 
spondent or that it had suffered any 
actual loss in its business or otherwise 
as the result of the action of the utility 
company in extending lower rates to 
others. More specifically, it did not 
allege that it had suffered a loss in an 
amount equal to the difference between 
what it had paid under the higher rates 
and what it should have paid under the 
lower rates. The petition concludes 
with the allegation that the giving of 
the lower rates was a discrimination 
against it and the prayer is for the dif- 
ference between the higher and the 
lower rates. 

The jury found that all of the 
above-named customers of petitioner 
were consumers under similar and like 
circumstances as respondent. There 
were no findings or proof of actual 
damages or that the rates charged re- 
spondent were unreasonable. 

There are two utility companies fur- 
nishing gas to citizens in Houston and 
vicinity, one of which is petitioner. 
At the time of the trial petitioner was 
serving a total of 83,524 customers. 
Of this number 76,098 were residen- 
tial customers 6,048 were commercial 
customers and 366 were industrial 
customers. Respondent was of the 
latter class. 

Houston is a home rule city and has 
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the power to fix rates for all public 
utilities operating in it. Article 1175, 
Vernon’s Ann Civ Stat. In 1925 the 
city council fixed $1.05 per thow- 
sand cubic feet as the maximum rate 
at which all gas might be sold in the 
city of Houston. By subsequent ordi- 
nances the rates for residential and 
commercial consumers were  suc- 
cessively reduced, but no ordinance 
was ever passed reducing the maxi- 
mum rate of $1.05 for industrial cus- 
tomers. It left lesser rates for such 
users to be fixed by the utility com- 
pany. Article 1435, Vernon’s Ann 
Civ Stat confers upon such utility cor- 
porations the right to fix reasonable 
rates for gas to all customers. The 
fixing of such rates by utility corpora- 
tions is limited by Art 1438, Vernon’s 
Ann Civ Stat, which prohibits dis- 
crimination in rates or service “under 
similar and like circumstances.” Any 
rates fixed by the utility company may 
be supplanted by rates fixed by the 
city or the Railroad Commission of 
Texas as provided by law. Article 
6053, et seq., Vernon’s Ann Civ Stat. 
But neither of such governing bodies 
ever fixed any rates in Houston for 
industrial customers. The Railroad 
Commission has uniformly refused to 
fix rates for the sale of gas to indus- 
trial consumers anywhere in Texas. 
An example of such policy and the rea- 
son therefor will be found in the Com- 
mission’s opinion in Re Community 
Nat. Gas Co. (1936) 15 PUR(NS) 
149, 164, as follows: 

“It is not our purpose or intention 
in this proceeding to fix the purchase 
price or sale price for industrial gas for 
the reason that the sale price for in- 
dustrial gas fluctuates along with the 
price of other competitive fuels.” 
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All industrial customers of petition- 
er were served under written-term 
contracts in which there were em- 
bodied the rates which had been estab- 
lished by the utility company for the 
class of business to which the customer 
belonged. A total of sixty-four indus- 
trial customers, including all laundries, 
were served at the 19—-18-17-cent rate 
charged respondent. This rate was 
denominated as the Gulf Coast Rate 
Division Industrial Service Schedule 
IS #3. In fixing these rates the fol- 
lowing factors were considered: (a) 
Load factors; (b) volume consumed 
on an annual basis; (c) value of serv- 
ice to customer; and (d) competition 
between gas and other fuels as well as 
competition between customers for 
whom the rate is designed. 

It was in keeping with these factors 
that the rate of 16-15 cents was ex- 
tended to the Oriental Textile Mills 
and the two creosoting companies be- 
tween May 1, 1937, and October 10, 
1942, There was no showing that 
these rates were not those established 
for the industries to which they were 
applied nor was there any proof that 
these rates were applicable to respond- 
ent’s business. However, the rates 
extended these three companies fur- 
nished the basis for $3,539.41 of the 
amount of the total recovery against 
petitioner in the sum of $5,094.10. 

The remainder of the recovery in 
the sum of $1,554.69 was predicated 
upon lower rates extended to Public 
Laundries and certain refunds by rea- 
son thereof given to St. Joseph In- 
firmary, Fehr Baking Company, and 
Port Side Packing Company. The 
discrepancy arose by virtue of a fuel 
oil adjustment agreement in written 
contracts with certain industrial users. 


The contract of this type with indus- 
trial consumers served at the 19-18- 
17 cent rate provided that the monthly 
bills for gas service should be de- 
creased or increased at the rate of 
one-sixth of one cent per thousand 
cubic feet of gas delivered for each one 
cent per barrel decrease or increase 
from $1 per barrel of Gulf Coast Grade 
“C” Bunker fuel oil, in cargo lots, plus 
20 cents per barrel for transportation, 
storage, handling and other miscellan- 
eous expenses incident to the sale of 
such oil. It further provided that in 
no event should such decrease or in- 
crease exceed 5 cents per thousand 
cubic feet. In the early part of 1933, 
when the price of fuel oil was very low, 
the utility company authorized the 
making of contracts with industrial 
customers served at the 19-18-17 cent 
rate whereby the oil adjustment clause 
in Rate Schedule IS #3 should be 
waived for a period of one year and 
that during such time the customer 
should pay for gas used at the net rate 
in “Rate Schedule IS #3 minus 5 
cents per thousand cubic feet for all 
gas used.” 

On June 29, 1933, the utility com- 
pany entered into such a contract with 
Public Laundries. The main body of 
the contract contained a stipulation 
for the 19-18-17 cent rate designated 
as Schedule IS #3 for a term of two 
years beginning June 1, 1933, and con- 
taining the old fluctuating fuel oil 
clause. However, by rider attached to 
and made a part of such contract the 
fuel oil clause was suspended and a flat 
reduction of 5 cents from the IS #3 
rate was effectuated. This rider stip- 
ulated that the waiver should also ex- 
tend for the 2-year period. The re- 
spondent and others of the same class 
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who had contracts with the fuel oil ad- 
justment clause received such 5-cent 
reduction for one year only. The testi- 
mony from the utility company wit- 
nesses, which is uncontroverted, was 
to the effect that the reduction given 
Public Laundries for two years instead 
of one was by mistake and, based on 
the then current prices of fuel oil, was 
not justified, however, whether such 
reduction was by mistake or by delib- 
erate design becomes immaterial un- 
der our disposition of this cause. 


[1-3] The significant thing about 
the contract with Public Laundries is 
that the rate schedule attached to it re- 
cites that the IS #3 rate is the one ap- 
plicable to any customer contracting to 
use gas for industrial or other purposes 
for which no specific schedule is pro- 
vided, which is the same rate that was 
charged respondent. This clearly in- 
dicates that the IS #3 rate was the 
one applicable to the business of Pub- 
lic Laundries, as well as that of re- 
spondent, and that any lower rate was 
a deviation from the schedule provided 
for such establishments. This is the 
important element which distinguishes 
an overcharge from a discrimination. 
“Every overcharge, when exacted of 
one to the exclusion of others, is in- 
deed, a discrimination. Not every dis- 
crimination is an overcharge.” Post- 
al Teleg.-Cable Co. v. Associated 
Press, 228 NY 370, PUR1920E 1, 
127 NE 256, 259. As will be seen 
from the authorities hereinafter dis- 
cussed, a discrimination may arise 
from a mere inequality in rates but an 
overcharge arises only when the rate 
charged is unreasonable in and of it- 
self, irrespective of the rate exacted of 
others, or when it is in excess of the 
rate established for the particular cus- 
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tomer or business. In a suit for over- 
charges the rate paid by others is im. 
material. It is only in suits for dam- 
ages for discrimination that rates 
charged others are important. It js 
therefore evident that respondent's 
suit is not for overcharge but for dis- 
crimination where, as will hereinafter 
more fully appear, competition be. 
tween ratepayers is a factor and dam- 
ages must be alleged and proved. 
However, respondent seems to ignore 
these fundamentals and bases its suit 
solely upon the theory that it should 
be entitled to recover simply because 
it paid a certain rate and others paid 
less. 

Before discussing the authorities 
governing this case, we deem it ad- 
visable to review briefly the history of 
the development of law relating to in- 
equalities in rates and the measure of 
damages for discrimination in charges. 

Judge Story makes this statement of 
the common-law rule on this subject 
in Story on Bailments, 8th Ed. 1870, 
§ 508a, as follows: 


“But at common law a common car- 
rier of goods is not under any obliga- 
tion to treat all customers equally. He 
is bound to accept and carry for all, 
upon being paid a reasonable compen- 
sation. But the fact that he charges 
less for one than for another is only 
evidence to show that a particular 
charge is unreasonable ; nothing more. 
There is nothing in the common law to 
hinder a carrier from carrying for 
favored individuals at an unreasonably 
low rate, or even gratis.” 

A similar announcement of the rule 
was made by the English House of 
Lords in Great Western R. Co. Vv. 
Sutton, L. R. 4 H. L. 226, 237, decid- 
ed in 1869, to this effect: 
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“At common law a person holding 
himself out as a common carrier of 
goods was not under any obligation to 
treat all customers equally. The obli- 
gation which the common law imposed 
upon him was to accept and carry all 
goods delivered to him for carriage ac- 
cording to his profession (unless he 
had some reasonable excuse for not 
doing so) on being paid a reasonable 
compensation for so doing; and if the 
carrier refused to accept such goods, 
an action lay against him for so refus- 
ing ; and if the customer, in order to in- 
duce the carrier to perform his duty, 
paid, under protest, a larger sum than 
was reasonable, he might recover back 
the surplus beyond what the carrier 
was entitled to receive, in an action for 
money had and received as being 
money extorted from him. 
the fact that the carrier 
charged others less, though it was ev- 
idence to shew that the charge was un- 
reasonable, was no more than evidence 
tending that way. There was nothing 
in the common law to hinder a carrier 
from carrying for favoured individuals 
at an unreasonably low rate, or even 
gratis. All that the law required 
was, that he should not charge any 
more than was reasonable.” 

The latter statement of the common- 
law rule was expressly approved by 
the supreme court of Texas in Rail- 
road Commission v. Weld & Neville 
(1903) 96 Tex 394, 405, 406, 73 SW 
529, 532. 

Other cases which state and discuss 
the English rule are as follows: Bax- 
endale v. Eastern Counties R. Co. 
(1858) 27 LJCP 137, 140 Eng Re- 
print 1004; Fitchburg R. Co. v. Gage 
(1859) 12 Gray (78 Mass) 393; 
Hungerford Market Co. v. City 


“But 


Steamboat Co. (1860) 30 LJQB 25, 
121 Eng Reprint 479; Garton v. Bris- 
tol & Exeter R. Co. (1861) 30 LJQB 
273, 318, 121 Eng Reprint 656; Bran- 
ley v. South Eastern R. Co. (1862) 31 
LJCP 286, 142 Eng Reprint 1066; 
Johnson v. Pensacola & Perdido R. 
Co. (1878) 16 Fla 623, 26 Am Rep 
731; Ex parte Benson & Co. (1882) 
18 SC 38, 44 Am Rep 564; Cowden v. 
Pacific Coast S. S. Co. (1892) 94 Cal 
470, 29 Pac 873, 18 LRA 221, 28 Am 
St Rep 142. 

The courts of the United States in 
undertaking to apply the old English 
common-law rule developed an excep- 
tion thereto. This exception required 
equality in rates between competitors 
in business, whereas, as above shown, 
the common-law rule did not require 
equality at all, but only that no person 
should be charged more than a reason- 
able rate. The American exception 
requires equality where the favored 
and disfavored parties are competitors 
in business and allows a recovery for 
actual loss or damage, if any, that may 
be alleged and proved by the disfav- 
ored competitor. In each of the cases 
developing the American rule the court 
had before it a complaint as to in- 
equality of rates as between competing 
shippers or customers. The giving of 
preferential rates thus gave the favored 
party an advantage in trade, enabling 
him to undersell others or to increase 
his profits and thus ultimately destroy 
competition and create a monopoly in 
his particular field. 

Our text writers have recognized 
the American exception to the Eng- 
lish common-law rule. 

In 4 RCL 566, § 35, it is said: 

“. . It may safely be said that 
the tendency and weight of authority 
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are in favor of the doctrine that a com- 
mon carrier is charged with the quasi 
public duty of transporting on equal 
terms for all persons, where the carry- 
ing for some at a lower price than for 
others would injure those less favored. 
It is therefore not permissible for a 
common carrier to demand a different 
hire from different persons for an 
identical kind of service under identi- 
cal conditions.” 

In Moore on Carriers, Ist Ed 
(1906) 122, § 16, it is also stated: 

“Independently of the statutes it is 
unlawful to discriminate in favor of or 
against any shipper. A majority of 
the recent cases hold that at common 
law a carrier cannot justly discrimi- 
nate in rates between persons in the 
same circumstances. But the rule does 
not require that every shipper shall be 


charged exactly the same rates or al- 
lowed the same facilities; it requires 
that the carrier shall not unreasonably 
or unjustly discriminate in favor of or 
against any shipper where the circum- 
stances and conditions are the same.” 


From 2 Hutchinson on Carriers, 
3rd Ed 570, § 521, we quote: 

“Mere inequality in charges does 
not, therefore, of itself amount to an 
unjust discrimination. It only be- 
comes such when a discrimination is 
made in the rates charged for transpor- 
tation of the goods of the same class of 
different shippers under like circum- 
stances and conditions. 

“So a mere reduction from the es- 
tablished rate is not necessarily an un- 
just discrimination. But it becomes 
such when it is either intended or has 
a natural tendency to injure another 
shipper in his business and destroy his 
trade by giving to the favored shipper 
a practical monopoly of the business.” 
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There are many cases showing the 
development of the American rule re. 
quiring competition between the par- 
ties before damages may be recovered 
for discrimination, among which are 
the following: Vincent v. Chicago 
& A. R. Co. (1868) 49 Ill 33; Messen. 
ger v. Pennsylvania R. Co. (1874) 37 
NJL (8 Vroom) 531, 18 Am Rep 
754; John Hays & Co. v. Pennsyl- 
vania Co. (1882) 12 Fed 309; Sco. 
field v. Lake Shore & M. S. R. Co, 
(1885) 43 Ohio St 571, 3 NE 907, 
54 Am Rep 846; Indianapolis, D. & 
S. R. Co. v. Ervin (1886) 118 Ill 250, 
8 NE 862, 59 Am Rep 369; Menacho 
v. Ward (1886) 27 Fed 529; Bayles 
v. Kansas P. R. Co. (1889) 13 Colo 
181, 22 Pac 341, 5 LRA 480; Root v. 
Long Island R. Co. (1889) 114 NY 
300, 21 NE 403, 4 LRA 331, 11 Am 
St Rep 643; Cook v. Chicago, R. I. 
& P. R. Co. (1890) 81 Iowa 551, 46 
NW 1080, 9 LRA 764, 25 Am St Rep 
512. 

With the advent of railroads the 
common-law rule was further modified 
by statutes both in England and in the 
United States. Such statutes are of 
two distinct types. One is exempli- 
fied by the English Railway Consoli- 
dation Act of 1845, and the other by 
the United States Interstate Com- 
merce Act of 1887, 49 USCA §§ 2 and 
8. The English Act, which has influ- 
enced legislation in a few jurisdictions 
in this country, did not require car- 
riers to establish or publish schedules 
of rates but provided that tolls should 
be at all times charged equally to all 
persons for all goods of the same 
description conveyed over the same 
railway under the same circumstances. 
As construed by the English courts 
this act not only prohibited discrimi- 
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nation but made the lowest charge the 
legal rate. “Anything in excess of 
such lowest rate was extortion, and 
might be recovered in an action at law 
as for an overcharge.” Pennsylvania 
R. Co. v. International Coal Min. Co. 
(1913) 230 US 184, 202, 57 L ed 
1446, 33 S Ct 893, 898, Ann Cas 
1915A 315; Denaby Main Colliery Co. 
vy. Manchester, S. & L. R. Co. (1885) 
LR 11 App Cas 97, 116. The Inter- 
state Commerce Act requires carriers 
to establish and publish schedules of 
rates, and prohibits discrimination, 
but it has never been construed as pro- 
viding that the lowest charge should 
be the legal rate. Prior to the passage 
of the Texas statute (Art 1438) the 
former act had been interpreted by the 
Supreme Court of the United States as 
limiting the plaintiff's recovery in dis- 
crimination cases to actual loss, and 
that “before any party can recover un- 
der the act, he must show, not merely 
the wrong of the carrier, but that that 
wrong has in fact operated to his in- 
jury.” Parsons v. Chicago & N. W. 
R. Co. (1897) 167 US 447, 460, 42 
L ed 231, 17 S Ct 887, 892. This 
same interpretation had also thereto- 
fore been given the Interstate Com- 
merce Act by the Galveston court of 
civil appeals in an opinion by Justice 
Williams in Missouri, K. & T. R. Co. 
v. Trinity County Lumber Co. 
(1892) 1 Tex Civ App 553, 556, 21 
SW 290, 291, writ denied, wherein it 
is said: 


“ 


. . The same law also prohibits 
unjust discriminations and the making 
of unreasonable charges, and appellee 
contends that the difference between 


rates allowed carriers and_ those 
charged against other shippers con- 
stituted an unjust discrimination, 


which would preclude the recovery of 
the higher rate. But the law does not 
provide that an unjust discrimination 
shall have the effect of limiting the car- 
rier to the lowest rate charged.” 


In analyzing the decisions involving 
discrimination in rates which are based 
upon statutory enactments the distinc- 
tion in the statutes involved should be 
kept clearly in mind. For example, 
respondent relies very strongly upon 
the case of Union P. R. Co. v. Good- 
ridge (1893) 149 US 680, 37 L ed 
896, 13 S Ct 970, 971, which decision 
is based upon a statute of the state of 
Colorado. That statute not only pro- 
hibited the carrier from charging one 
person or corporation a greater sum 
than it charged any other for a like 
service, but also provided that “all con- 
cessions of rates, drawbacks, and con- 
tracts for special rates shall be open to 
and allowed all persons, companies, 
and corporations alike.” It further 
provided that any railroad corporation 
which was guilty of violating the pro- 
visions of the statute should forfeit to 
the injured party three times the actual 
damage sustained or overcharges paid 
by the party aggrieved. In the Good- 
ridge Case the Supreme Court of the 
United States determined that the 
statute made the lowest charge the 
lawful rate and required that when a 
lower rate was extended one customer 
it should be immediately extended to 
all others in like conditions and similar 
circumstances. The state of Pennsyl- 
vania has had a similar statute which 
has been similarly construed. Hall v. 
Pennsylvania R. Co. (1916) 257 Pa 
54, 100 Atl 1035, LRAI917F 414. 
Such statutes as these are patterned 
after the English Act of 1845 and have 
by their peculiar language fixed the 
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measure of damages as _ indicated. 
Such an act is not here involved and 
the Goodridge Case is therefore not 
controlling. 

Article 1438 is as follows: 


“Tt shall be unlawful for any such 
corporation to discriminate against 
any person, corporation, firm, asso- 
ciation, or place, in the charge for such 
gas, electric current or power, or in 
the service rendered under similar and 
like circumstances.” 

[4] It will be noted that there is 
nothing in this article providing a 
penalty or fixing a measure of dam- 
ages for discrimination. It is pat- 
terned more nearly after the Interstate 
Commerce Act and must be similarly 
construed. Like the Interstate Com- 
merce Act it contains no language 
which may reasonably be interpreted 
as arbitrarily making the lowest rate 
the legal rate. It merely declares dis- 
crimination to be unlawful and leaves 
the injured party to the same remedy 
for damage as existed under our inter- 
pretation of the common law. Thus, 
before one may recover for mere dis- 
crimination he must allege and prove 
his loss as in tort. Notwithstanding 
this fact, the two courts below have 
allowed a recovery under Art 1438 for 
discrimination without either allega- 
tion or proof of actual loss. Such 
courts have erroneously interpreted the 
statute as though it contained lan- 
guage to the effect that when a cor- 
poration violates its provisions such 
corporation shall be liable to the party 
discriminated against for the differ- 
ence between the rates charged him 
and the lowest rates accorded the 
favored party. In other words, the 
same principles which govern dam- 
ages for an overcharge have been ap- 
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90 


plied herein in a case involving merely 
discrimination. This, we think, was 
error. 


In the opinion of Justice Cardozo in 
Interstate Commerce Commission y, 
United States ex rel. Campbell (1933) 
289 US 385, 389, 390, 77 L ed 1273, 
1276, 53 S Ct 607, 609, is an exhaus. 
tive consideration of the question with 
which we are now dealing. He very 
ably distinguishes between discrimina- 
tion and overcharge. In such opin- 
ion he says: 


“The Commission does not find, 
and the complainant does not assert, 
that the rate was unreasonable in the 
sense that it would be subject to con- 
demnation if a like rate had been 
charged to others similarly situated. 
What is unlawful in the action of the 
carriers inheres in its discriminatory 
quality, and not in anything else. 
When discrimination and that alone is 
the gist of the offense, the difference 
between one rate and another is not 
the measure of the damages suffered 
by the shipper. Pennsylvania R. Co. v. 
International Coal Min. Co. (1913) 
230 US 184, 57 L ed 1446, 33 S Ct 
893, Ann Cas 1915A 315; Mitchell 
Coal & Coke Co. v. Pennsylvania R. 
Co. (1913) 230 US 247, 258, 57 Led 
1472, 1476, 33 S Ct 916; Southern P. 
Co. v. Darnell-Taenzer Lumber Co. 
245 US 531, 534, 62 L ed 451, 
455, PUR1918B 598, 38 S Ct 186; 
Keogh v. Chicago & N. W. R. Co. 
(1922) 260 US 156, 165, 67 L ed 
183, 188, 43 S Ct 47. Cf. Postal 
Teleg.-Cable Co. v. Associated Press, 
228 NY 370, 379, 380, PUR1920E 
1, 127 NE 256. It is an evidentiary 
circumstance to be viewed along with 
others in the setting of the occasion. 
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It is not the measure without more. 


“Overcharge and discrimination 
have very different consequences, and 
must be kept distinct in thought. 
When the rate exacted of a shipper is 
excessive or unreasonable in and of it- 
self, irrespective of the rate exacted of 
competitors, there may be recovery of 
the overcharge without other evidence 
of loss. ‘The carrier ought not to be 
allowed to retain his illegal profit and 
the only one who can take it from him 
is the one that alone was in relation 
with him, and from whom the carrier 
took the sum.’ Southern P. Co. v. 
Darnell-Taenzer Lumber Co. supra, 
at p. 534 of 245 US. But a different 
measure of recovery is applicable 
‘where a party that has paid only the 
reasonable rate sues upon a discrim- 
ination because some other has paid 
less.’ Southern P. Co. v. Darnell- 
Taenzer Lumber Co. supra. Such a 
one is not to recover as of course a 
payment reasonable in amount for a 
service given and accepted. He is to 
recover the damages that he has suf- 
fered, which may be more than the 
preference or less (Pennsylvania R. 
Co. v. International Coal Min. Co. 
supra (at pp. 206, 207 of 230 US), 
but which, whether more or less, is 
something to be proved and not pre- 
sumed. Id. at p. 204 of 230 US. ‘Re- 
covery cannot be had unless it is 
shown that as a result of defendants’ 
acts, damages in some amount suscep- 
tible of expression in figures resulted.’ 
Keogh v. Chicago & N. W. R. Co. 
supra, at p. 165 of 260 US, 43 S Ct at 
p. 50. The question is not how much 
better off the complainant would be 
today if it had paid a lower rate. The 


question is how much worse off it is 
because others have paid less.” 

In a somewhat earlier opinion of 
the Supreme Court of the United 
States in Pennsylvania R. Co. v. In- 
ternational Coal Min. Co. (1913) 
230 US 184, 197, 202, 206, 57 L ed 
1446, 1451, 1453, 1455, 33 S Ct 893, 
Ann Cas 1915A 315, Justice Lamar 
discusses and defines the correct meas- 
ure of damages in a case of this sort, 
as follows: 

“But although this suit was brought 
to enforce a cause of action given by 
this section to any person injured, it is 
a noticeable fact that in its pleading the 
plaintiff does not claim to have been 
damaged and there is neither allega- 
tion nor proof that it suffered any in- 
jury. It contends, however, that this 
was not necessary, for the reason that, 
as matter of law, it was entitled to re- 
cover as damages the same rate per 
ton on all plaintiff’s shipments as had 
been rebated any other person, on any 
of his tonnage, shipped at the same 
time, over the same route. 


“Having paid only the lawful rate, 
plaintiff was not overcharged, though 
the favored shipper was illegally un- 
dercharged. For that violation of law, 
the carrier was subject to the payment 
of a fine to the government, and, in 
addition, was liable for all damages it 
thereby occasioned, the plaintiff or any 
other shipper. But under § 8, it was 
only liable for damages. Making an 
illegal undercharge to one shipper did 
not license the carrier to make a sim- 
ilar undercharge to other shippers, and 
if having paid a rebate of 25 cents a 
ton to one customer, the carrier, in or- 
der to escape this suit, had made a sim- 
ilar undercharge or rebate to the plain- 
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tiff, it would have been criminally lia- 
ble, even though it may have been 
done in order to equalize the two com- 
panies. For, under the statute, it was 
not liable to the plaintiff for the 
amount of the rebate paid on contract 
coal, but only for the damages such 
illegal payment caused the plaintiff. 
The measure of damages was the pe- 
cuniary loss inflicted on the plaintiff as 
the result of the rebate paid. Those 
damages might be the same as the re- 
bate, or less than the rebate, or many 
times greater than the rebate; but un- 
less they were proved, they could not 
be recovered. 


“To adopt such a rule and arbitrar- 
ily measure damages by rebates would 
create a legalized but endless chain of 
departures from the tariff; would ex- 


tend the effect of the original crime; 
would destroy the equality and cer- 
tainty of rates, and, contrary to the 
statute, would make the carrier liable 
for damages beyond those inflicted, 
and to persons not injured.” 

The cases of Texas Power & Light 
Co. v. Hilltop Baking Co. (Tex Civ 
App 1935) 78 SW2d 718, and Texas 
Power & Light Co. v. Doering Hotel 
(Co. (1942) 139 Tex 351, 45 PUR 
(NS) 404, 162 SW2d 938, are cited 
by respondent as authority for the re- 
covery herein but they are not control- 
ling of this case. From the opinion in 
the Hilltop Case it appears that the 
plaintiff therein was entitled to the 
rate extended to others, not because it 
had been extended as a discriminatory 
favor to others, but because it was the 
rate applicable to plaintiff's business. 
Such facts amount to more than mere 
discrimination. They constitute an 
overcharge where the measure of dam- 
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ages may be the amount of the over- 
charge. In the Doering Case the meas- 
ure of damages was not questioned or 
presented to this court in the applica- 
tion for the writ of error. All points 
considered in that case related to ques- 
tions of whether there had been any 
discrimination and to certain pro- 
cedural matters alleged to be error in 
determining the issue of discrimina- 
tion. The measure of damages was 
not in issue in this court. 

However, the exact question now 
before us was decided adversely to re- 
spondent by this court in Kousal vy. 
Texas Power & Light Co. (1944) 142 
Tex 451, 53 PUR(NS) 308, 315, 179 
SW2d 283, 287. In that case, as in 
this, there was an undercharge, rather 
than an overcharge, from the estab- 
lished rate. The Kousals, who were 
the disfavored parties, sued for the 
difference in the rates charged them 
and the lowest rates charged other 
customers. It was there held that to 
approve such an arbitrary measure of 
damages “would create a legalized but 
endless chain of departures” from the 
fixed rate. It was further said: 

“Therefore, we are constrained to 
hold that, although the case made by 
the Kousals does show unlawful dis- 
crimination and preference by the util- 
ity of other similarly situated custom- 
ers, it does not show that the Kousals 
were charged more than the rate ap- 
proved and agreed to by the duly con- 
stituted governmental agency, hence 
that they failed to establish a cause of 
action for overcharge.” 

It is true the rate paid in the Kousal 
Case was fixed by a governmental 
rate-making body but we think this fact 
is immaterial. The measure of dam- 
ages in a suit for discrimination is the 
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same whether the rate was made by a 
governmental rate-making body or by 
the utility itself. Both such rates are 
authorized by law and whether they 
are made by one agency or another is 
not important. Both rates are public 
rates in the sense that they originate 
under and by virtue of public authority 
from the same source—the legisla- 
ture. A deviation from a rate estab- 
lished by either agency would provoke 
the same mischief and result in the 
same loss. In no case cited by the par- 
ties, nor in any we have found, has any 
distinction been made in the measure 
of damages for discriminatiom because 
of the source of the rate applied. 
Many of the cases dealing with this 
question are based upon rates fixed by 
the defendant. In fact, four of the 
cases cited in the Kousal Case were 
cases where the rates involved were 
established by the utility companies in- 
discriminately. Cock v. Marshall Gas 
Co. (Tex Civ App 1920) 226 SW 
464; Seaberg v. Raton Pub. Service 
Co. (1939) 43 NM 161, 87 P2d 676; 
Boerth v. Detroit City Gas Co. 
(1908) 152 Mich 654, 116 NW 628, 
18 LRA(NS) 1197; Postal Teleg.- 
Cable Co. v. Associated Press, 228 
NY 370, PUR1920E 1, 127 NE 256. 
The opinion in the Associated Press 


Case cited was written by Justice Car- 
dozo, the same eminent jurist who 
wrote that in the Interstate Com- 
merce Commission v. United States 
ex rel. Campbell (1933) 289 US 385, 
77 L ed 1273, 53 S Ct 607. In the 
former the rate was fixed by contract 
between the parties, as in this case, 
while in the latter the rates were in- 
itially fixed by the carrier but ap- 
proved by the Interstate Commerce 
Commission; yet in each case Justice 
Cardozo announced identical rules as 
to the measure of damages. We can 
conceive of no good reason why the 
same principle should not obtain in 
all cases of discrimination irrespec- 
tive of the source or author of the 


rate. 

[5] From what has been said it fol- 
lows that the respondent has failed to 
allege or prove a cause of action either 


for overcharge or discrimination. 
However, since the cause has been 
tried upon an erroneous theory we 
think justice will best be subserved by 
remanding the cause rather than ren- 
dering judgment for petitioner. 

The judgments of both courts be- 
low are reversed and the cause is re- 
manded to the trial court. 

Opinion adopted by the Supreme 
Court. 
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Re Consolidated Gas Electric Light & 


Power Company of Baltimore 


Case No. 4661 


Mayor and City Council of Baltimore 


Consolidated Gas Blectiie Light & Power 
Company of Baltimore 


Case No. 4648 
Order No. 41554 
November 23, 1945; November 30, 1945 


NVESTIGATION of complaints against electric rates; present 
I rates upheld. Several incorrect figures, inadvertently used 
in opinion, corrected by memorandum opinion and order dated 

November 30, 1945. 


Valuation, § 48 — Rate base determination — Earlier valuation with adjustments 
— Original cost. 

1. Findings of value resulting from a thorough investigation at a time 
when relevant information pertaining to the preregulation period was in 
closer perspective than now, and again after a lapse of years of regulation, 
should not be disturbed without a showing of failure to consider essential 
evidences of value or undue dependence upon improperly included evi- 
dence; and a rate base so established in conformity with state law should 
be brought up to date by adding net additions of property at cost and 
deducting the increase in depreciation reserve, instead of adopting as the 
rate base the cost to the party who first employed the property in public 
service, p. 99. 


Valuation, § 296 —Working capital — Relation to operating expense. 


2. The practice of the Commission in allowing as cash working capital an 
amount equal to one-eighth of operating expenses of the previous year 
was followed notwithstanding contentions for different amounts, p. 99. 


Valuation, § 104 — Accrued depreciation — Reserve as evidence. 


3. A depreciation reserve not exceeding the reserve requirement should be 
accepted as the best evidence of accrued depreciation, p. 99. 
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Rates, § 197 — Unit for rate making — Gas and electric services. 

4. The past practice of determining a rate base for combined gas and elec- 
tric services and allowing a fair return on that base should be continued 
when complainants against this practice are not being subjected to unrea- 
sonable discrimination and electric rates are just and reasonable without 
such reduction as might be accomplished by increasing rates for other 
services, and where the company is operated as an integrated operating 
unit, p. 100. 


Return, § 71 — Reasonableness as a whole — Separate departments — Mainte- 
nance of credit. 
5. A company operating electric, gas, and heating departments as an inte- 
grated utility must be permitted to earn a return from its entire business 
sufficient to assure investors of its financial soundness and to maintain its 
credit and enable it to obtain money at reasonable cost when needed for 
the proper discharge of its public duties, p. 100. 

Rates, § 197 — Unit for rate making — Electric and steam-heating businesses. 
6. A steam-heating business established for the primary purpose of re- 
placing private steam plants, which were being used for generating of elec- 
tricity as well as for heating, and which has been a contributing factor in 
increasing the electric load, should be treated as an adjunct of the com- 
pany’s electric service for rate-making purposes, p. 100. 


Valuation, § 250 — Customer contributions. 


7. Customer contributions toward utility construction should be excluded 
from the rate base, p. 101. 


Depreciation, § 51 — Electric property. 


8. A depreciation rate of 3 per cent was approved as the annual accrual 
of depreciation in electric property, p. 102. 


Return, § 83 — Combined utility. 
9. Rates producing a return of not less than 54 per cent and not more 
than 6 per cent for a company operating electric, gas, and heating depart- 
ments were held to be reasonable, p. 102 


Rates, § 303 — Fuel adjustment clause — Industrial service. 
10. Continuation of a fuel rate adjustment clause for service to industrial 
users of electricity was approved, although it was recognized that a varia- 
tion in the cost of fuel affects the cost of serving all classes of customers 
and should be shared by all in proportion to the use of the service and that 
the use of a device which necessarily overburdens a particular class should 
be minimized, p. 103. 

Accounting, § 44 — Periodic reports — Separate departments of utility. 
11. Accounting and periodic reports to the Commission should adequately 


disclose, separately, the cost of operation and the property employed in 
rendering gas, electric, steam-heating, and merchandising services, p. 104. 


Apportionment, § 6 — Utility department — Revenue basis. 
12. A public utility company’s practice of making allocations between gas, 
electric, steam-heating, and merchandising services on a revenue basis was 
held to be more practicable than others methods, and sufficiently accurate, 


p. 104. 


* 
95 61 PUR(NS) 





MARYLAND PUBLIC SERVICE COMMISSION 


APPEARANCES: Philip H. Dorsey, 
Jr., People’s Counsel ; Simon E. Sobe- 
loff and Thomas J. Tingley, for the 
mayor and city counsel of Baltimore; 
John Henry Lewin, for Rustless Iron 
and Steel Corporation; Charles C. G. 
Evans, for Bethlehem-Fairfield Ship- 
yard, Inc.; M. William Adelson, for 
the County Commissioners of Balti- 
more County; George A. Finch, for 
various taxpayers; Edwin M. Sturte- 
vant, and Clarence W. Miles, for Con- 
solidated Gas Electric Light and Pow- 
er Company of Baltimore. 


By the Commission: The proceed- 
ing in Case No. 4661 arose out of a re- 
quest by people’s counsel that the Com- 
mission have an investigation made of 
the earnings of the Utility, prepara- 
tory to conducting informal negotia- 
tions for reduction of electric rates. 
This request was filed on January 7, 
1944, 


The mayor and city counsel of 
Baltimore, on February 10, 1944, filed 
a complaint against the rates charged 
the city under three contracts, viz: 

(a) The operation and maintenance 
of the electric street lighting system. 

(b) The supply of current for cer- 
tain public buildings, squares, streets, 
alleys, under “Municipal Flat Rate 
Schedule.” 

(c) The supply of illuminating gas 
for all street lamps and in public build- 
ings. 

It was alleged that the total over- 
charge on these contracts amounted 
to $615,822 per annum, of which $58,- 
450 was for gas. 


This complaint was docketed as 
Case No. 4648 and, on April 5, 1944, 
a petition to intervene therein was filed 
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in the names of three taxpayers and 
was granted. 

The Commission’s staff completed 
its investigation prior to May 23, 
1944, and on that date the mayor and 
city council of Baltimore and the 
people’s counsel asked that a formal 
proceeding be instituted. The matter 
was, therefore, docketed as Case No, 
4661 and was set for hearing on June 
6, 1944. 

Rustless Iron and Steel Corporation, 
Bethlehem-Fairfield Shipyard, Incor- 
porated, the County Commissioners of 
Baltimore County, and the Office of 
Price Administration intervened. 

The two cases were consolidated for 
the purpose of hearing and, after 
people’s counsel had occupied seven 
days in presenting testimony and ex- 
hibits relative to the investigation by 
the Commission’s staff, the hearing 
was adjourned to allow the company 
time to prepare its defense. 

People’s counsel contended (a) that 
the rate base which the Commission 
contemplated using for informal nego- 
tiations, obtained by adding net addi- 
tions to the rate base determined by 
the Commission as of December 31, 
1922, and deducting therefrom the in- 
crease in the depreciation reserve, was 
in excess of the depreciated original 
cost of the property and that recent de- 
cisions of the United States Supreme 
Court, particularly in Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 88 L ed 333, 51 
PUR(NS) 193, 64 S Ct 281, had 
made original cost the proper basis 
upon which to establish the rate of re- 
turn; 

(b) that the amounts paid by the 
defendant to the Safe Harbor Water 
Power Corporation and to Pennsyl- 





RE CONSOLIDATED GAS ELEC. L. & P. CO. OF BALTIMORE 


yania Water and Power Company for 
energy were excessive ; 

(c) that the company’s accounting 
practices relating to the amortization 
of wartime facilities and to merchan- 
dising were not in conformity with the 
requirements of the uniform system of 
accounts. 


People’s counsel offered a motion 
that the Commission request the Fed- 
eral Power Commission to determine 
the reasonable charges to be paid to 
the Safe Harbor Corporation and 
Pennsylvania Water and Power Com- 
pany, and in consideration of the in- 
terstate nature of the purchases from 
said sources the Commission granted 
the motion and the Federal Power 
Commission is now engaged in such 
determination. 


Rustless Iron and Steel Corporation 
contended that the Commission’s past 
practice of allowing the utility a fair 
return from the combined gas and elec- 
tric services was unfair to the electric 
customers since the present electric 
rates are producing a higher return 
than the present gas rates and that 
separate rate bases should be deter- 
mined for gas and for electric service 
and rates should be established for 
electric service which will be only suf- 
ficient to yield a fair return upon the 
original cost of the property which is 
allocable to the electric service. 


Historical 

The Consolidated Gas Electric 
Light and Power Company of Balti- 
more is the successor and sole survivor 
of The Gas Light Company of Balti- 
more which was incorporated in the 
year 1816 and several electric utilities 
of which the oldest was incorporated 
in 1881. These corporations went 
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through a process of merger and con- 
solidation which culminated in the for- 
mation of the present company on 
June 20, 1906; just four years prior 
to the establishment of this Commis- 
sion. 

One of the first undertakings of the 
Commission was the fixing of rates 
for the gas and electric services of Con- 
solidated Gas Electric Light and Pow- 
er Company of Baltimore and this was 
accomplished by Order No. 1037, 
dated January 13, 1913, making the 
established rates effective on July Ist 
of that year. A very thorough inves- 
tigation was made at that time for the 
purpose of determining a rate base, 
including estimates by expert en- 
gineers of cost to reproduce the prop- 
erty and of accrued depreciation. The 
Commission found from consideration 
of the several estimates of cost to re- 
produce the property that the indicated 
depreciated value, on that basis, as of 
June 30, 1912, was $26,417,414, 
which included $5,000,000 for ease- 
ments. The Commission did not ac- 
cept the amount so found as a rate 
base, and said of such estimates “They 
have a value as checks upon the in- 
formation derived from other sources, 
but it is safe to say that in large and 
complicated matters, such as we are 
dealing with here, conclusions based 
upon the findings of contending ex- 
pert appraisers alone would be little 
better than a guess at the true value 
of a given property. In this case 
we have extreme views upon both 
sides, each, no doubt, honestly ar- 
rived at and both, certainly, adroitly 
maintained.” 

The capitalization of the company, 
as of the same date, was found to 
be: 
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Outstanding bonds and other obli- 
gations 

Outstanding preferred and com- 
mon stock 


$29,358,000 
14,160,088 
$43,518,088 


Fixed charges were $1,651,063, 
which with an allowance of $500,000 
for depreciation and $150,000 for con- 
tingencies produced a total of $2,301,- 
063, which it was estimated the com- 
pany needed in addition to the amount 
of operating expenses. This require- 
ment equated to 8.7 per cent of the 
value indicated by reproduction esti- 
mates and 7.9 per cent of the par value 
of outstanding bonds. 


Rates were fixed at 80 cents, net, 
per thousand cubic feet, for gas and 
a primary rate of 8} cents per kilo- 
watt-hour for electricity, which were 
estimated to produce $537,601 in 
excess of minimum requirements. 
This excess was found to be about 
two-thirds of the amount required to 
pay dividends on both kinds of stock 
or to provide a reasonable addition to 
surplus if no dividends were paid on 
the common stock. 


In reaching its conclusions, the 
Commission reviewed the effect of the 
several consolidations by which the 
Consolidated Gas Electric Light and 
Power Company had eliminated com- 
petition, and noted that these consoli- 
dations resulted in an increase of $9,- 
850,638 in the par value of outstand- 
ing securities. The Commission said: 
“The nature of the case necessitated a 
searching inquiry into the affairs of 
the company.” The public hearings 
consumed forty-four days and three 
days were given to argument. There 
were 4,819 pages of testimony and 129 
exhibits. 

The Commission again made a 
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thorough investigation of the affairs 
of the company in the year 1923, after 


an increase in gas rates. 

of the company’s operations were con- 
sidered and a total reduction of annual 
revenue was ordered in the amount of 
$1,350,000. Revenue from gas sery- 
ice was reduced $650,000. Revenue 
from electric domestic service was re- 
duced $350,000 and adjustment of the 
fuel clause effected a reduction of 
$350,000 in revenue from electric 
power sales. 

There were nearly 6,000 pages of 
testimony, several hundred exhibits 
and 500 printed pages of briefs. Much 
of the record related to the determina- 
tion of reproduction cost and the Com- 
mission said: “It is unfortunate that 
this elaborate and expensive effort 
should have been of such little help to 
the Commission in its task of finding 
the present fair value of the company’s 
property now used and useful in the 
public service.” “There were five es- 
timates of value presented to the Com- 
mission. We have given careful con- 
sideration to every item of each. As 
stated, we cannot adopt the company’s 
reproduction cost-new appraisal as the 
rate base.” “From a long experience 
with the company, and from a study 
and consideration of the entire testi 
mony, we are convinced that the se 
curity issues now outstanding rep- 
resent par value in property. sy 
The Commission found the fair value 
of the company’s property as of De 
cember 31, 1922, to be $81,400,000, 
and allowed a return of between 7 per 
cent and 8 per cent upon that base. 
This finding of value was confirmed 
and used in the year 1926, in a review 
of the rates at that time, and was used 
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again in 1929 in deriving the amount 
of $111,345,046 as the rate base at 
December 31, 1928. It has been used, 
also, in all informal proceedings re- 
lating to rate adjustments up to the 
present time. 

[1] The findings of value resulting 
fom such a thorough investigation 
at a time when relevant information 
pertaining to the preregulation period 
was in much closer perspective than 
now, and again after a lapse of ten 
years of regulation should not be dis- 
turbed without a showing of failure 
to consider essential evidences of 
value or undue dependence upon im- 
properly included evidence. 

It is urged that when the rate base 
was last determined for this company, 
the Commission was controlled by the 
doctrine of Smyth v. Ames (1898) 
169 US 466, 42 L ed 819, 18 S Ct 
418, which required consideration of 
the cost to reproduce the property and 
that this requirement has now been 
set aside and the Commission should 
adopt as the rate base the cost to the 
party who first employed the property 
in public service. The company, on 
the other hand, relies upon the Mary- 
land statute which mentions only “fair 
value” and insists that infers present 
value which fluctuates with market 
prices. 

The statute by which this Commis- 
sion was created expressly provides 
that “Every such valuation shall be 
so made and ascertained by the Com- 
mission that as far as possible it shall 
not disturb the value of bonds of said 
corporation issued prior to April 5, 
1910.” This requirement determined 
the rates in 1912 and after an exhaus- 
tive investigation ten years later the 
Commission found “ the se- 


curity issues now outstanding rep- 
resent par value in property. -. 
While the statute is mute regarding 
bonds issued subsequent to April 5, 
1910, it is a fact that all securities 
issued since that date have been ap- 
proved by the Commission and as the 
legislature protected bonds which were 
issued prior to regulation, the Com- 
mission seems to have acted reason- 
ably and in conformity with the spirit 
of the Maryland law when, in 1923, it 
found that the outstanding securities 
represented par value in property. It 
appears, therefore, that the rate base 
established in 1923 was determined in 
conformity with the Maryland law and 
we believe that the Commission’s prac- 
tice since that time of bringing the 
rate base up to date by adding to the 
1923 base the net additions of prop- 
erty, at cost, and deducting the increase 


in the depreciation reserve is a proper 
one and should be continued. 


[2] It has been customary for the 
Commission to allow as cash working 
capital an amount equal to one-eighth 
of the operating expenses of the pre- 
vious year. In the instant case, 
people’s counsel contended for a lesser 
allowance and the company submitted 
a study to show that a somewhat 
greater amount is required. The Com- 
mission believes that its previous prac- 
tice is equitable and will follow it. 
Such allowance based upon the opera- 
tion of 1944, amounts to $3,974,920. 

[3] Accrued Depreciation. This 
company, until 1937, practiced what is 
known as retirement accounting in 
which the reserve is intended to be 
only sufficient to provide for retire- 
ments of property and may at times be 
practically exhausted by such retire- 
ments. The present system of ac- 
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counting for depreciation of the prop- 
erty in use requires a determination 
of the annual rate of depreciation and 
annual accruals to the reserve are 
made at that rate. Such accounting 
when applied to a property from the 
beginning of its use should produce a 
reserve which would, at any time, in- 
dicate the amount of accrued deprecia- 
tion in the property still in service, but 
it is argued that the reserve of this 
company is necessarily less than the 
accrued depreciation and that a greater 
amount should be deducted to find the 
depreciated rate base. At the same 
time, the company has been criticized 
for crediting to the reserve certain tax 
savings which resulted from the war- 
time accelerated amortization of the 
Riverside power plant. The total of 
these additions to the reserve amounts 
to $2,210,480 as of December 31, 


1944. Since the testimony indicates 
that the depreciation reserve, includ- 
ing the disputed additions, does not 
exceed the “reserve requirement,” the 
reserve as stated will be accepted as 
the best evidence of accrued deprecia- 


tion. The amount of the reserve at 
December 31, 1944, was $35,555,519, 
and the increase since December 31, 
1922, was $30,919,059. 

[4-6] As heretofore stated, it has 
been the practice of the Commission 
in the regulation of this utility to de- 
termine a rate base for the combined 
gas and electric services. A fair re- 
turn was allowed on that base and 
equitable rates for the several classes 
of gas and electric services were fixed 
to produce the allowed return. The 
Commission proposed to continue this 
practice in the instant case and peo- 
ple’s counsel and counsel for the mayor 
and city council of Baltimore were in 
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accord with the Commission, though it 
was shown that a lesser rate of return 
was being earned from the present gas 
rates than from present electric rates 
and there would be a better pros. 
pect for a reduction of electric rates if 
property used in common were appor- 
tioned between the two services and a 
separate rate base were found for each, 
It seemed apparent that such procedure 
would show justification for an in- 
crease in gas rates and the company 
filed schedules or increased gas rates 
conditioned upon a reduction of elec- 
tric rates resulting from segregation 
of rate bases. Counsel for Rustless 
Iron and Steel Corporation and for 
Bethlehem-Fairfield Shipyard, Incor- 
porated, who were joined by counsel 
for three taxpayers, contended for 
separate findings for the electric serv- 
ice. After consideration of briefs and 
arguments, the Commission announced 
its opinion that the property of the 
company should be considered as a 
whole in determining a fair return and 
therefore the Commission would not 
consider any further evidence with re- 
spect to the allocation of property to 
particular classes of service. Having 
given the matter thorough considera- 
tion, in the light of all present condi- 
tions, we find that one rate base should 
be used for the combined services. 
The Commission made its interlocu- 
tory ruling after carefully weighing 
the evidence which had been presented, 
in the light of the contentions of coun- 
sel and the Commission’s knowledge 
of the company’s service during more 
than thirty years of regulation. In 
confirming that ruling now we find 
that the intervening complainants are 
not being subjected to any unreason- 
able discrimination and that the elec- 
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tric rates are just and reasonable with- 
out such reduction as might be accom- 
plished by increasing the rates for the 
gas and steam heating services. 

Gas and electricity are distributed 
by the company throughout the city 
of Baltimore and its suburbs to sub- 
stantially the same group of domestic 
and commercial customers. Gas is 
used principally for cooking and heat- 
ing. To the extent that both services 
are used by a customer, the good effect 
to that customer of a reduction in elec- 
tric rates would be offset by an in- 
crease in gas rates. 

The company is an integrated oper- 
ating unit, and the substantial econo- 
mies resulting from the operation of 
the several services by the one organ- 
ization are beneficial to all customers. 

The company must be permitted to 
earn a return from its entire business 
sufficient to assure investors of its 
financial soundness and to maintain 
its credit and enable it to obtain 
money at reasonable cost when needed 
for the proper discharge of its public 
duties. 

The steam heating business, estab- 
lished for the primary purpose of re- 
placing private steam plants which 
were being used for generation of elec- 
tricity as well as for heating, has been 
a contributing factor in increasing the 
electric load and we believe it should 


be treated-as an adjunct of the com- 
pany’s electric service. 

[7] Customers’ Contributions. 
There is, naturally, a limit to the 
amount which the company can invest 
to attach a certain class of customer 
without imposing an undue burden on 
the service as a whole, and a customer 
who requires more than that limit 
is required to pay the excess. These 
excess payments or customer invest- 
ments aggregate, at the present time, 
$903,136. The property so created is 
included with other fixed capital which - 
is subject to depreciation accrual and 
the cost of its maintenance is charged 
to operating expense. The company 
contends that it is entitled to a return 
on the amount of these customer in- 
vestments in addition to all costs of op- 
eration and maintenance That would 
treat the amount as an investment by 
the company instead of by customers 
and would burden the service to the 
full extent of a company investment 
and there would be no justification for 
the requirement of such contributions. 
We think it is quite apparent that the 
amount of these customer contribu- 
tions should be excluded from the rate 
base. 

The derivation of the rate base, as 
of December 31, 1944, in conformity 
with the above discussion, is as fol- 
lows: 
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Contributions in Aid of Construction 


Increase in Depreciation Reserve to December 31, 1944 


Allowance for Materials and Supplies 
Allowance for Cash Working Capital 


Rate Base at December 31, 1944 


$75,025,000 
96,223,974 


$171,248,974 
903,1 


$170,345,838 
30,919,059 


$139,426,779 
,967,998 


3,981,366 
$148,376,143 


Company Indebtedness at December 31, 1944 


Item 
Bonds— 


(Including $7,500 owed Town of Laurel) $70,399,500 
29,184,900 
39,414,813 


Preferred Stock 
Common Stock 


Amount 


Interest Dividends 
$2,380,941 
$1,278,917 
4,202,629 (3.60/shr.) 





Totals 


[8] Operating Income. A disputed 
item of operating expense is the rate 
used for annual accrual of depreciation 
in electric property. The company is 
now using 34 per cent and people’s 
counsel contended that analysis of the 
reserve over a period of years showed 
that a rate of 3.0 per cent is adequate. 
The Commission has considered the 
testimony and exhibits pertaining to 
the derivation of the percentage rates 
used for annual accrual and is of the 
opinion that 3.0 per cent should be 
used for electric property instead of 
34 per cent. The company has not 
made studies to determine the service 
lives of the several classes of prop- 
erty as is contemplated in connection 
with the continuing inventory and its 
over-all rates are subject to that in- 
firmity. 

Total operating income for the year 
ending December 31, 1944, giving ef- 
fect to a merchandizing loss of $63,- 
840, amounted to $8,265,010. 

It is very difficult to estimate from 
the information at hand what the op- 
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$138,999,213 


$2,380,941 $5,481,546 


erating income will be for the year 
1946. People’s counsel estimated that 
the loss to be expected of industrial 
load will be offset by increases in oth- 
er classes of service. We believe it is 
reasonable, for the purposes of this 
case, to assume that there will be no 
substantial change in operating income 
during the year 1946. 

[9] Return. There was very full 
testimony, well supported by exhibits, 
on the rate of return which should be 
allowed this company and the Commis- 
sion has carefully considered it. We 
find that a return of not less than 54 
per cent and not more than 6 per cent 
would be reasonable and these rates 
applied to the rate base of $148,172, 
126 would produce $8,149,467 and 
$8,890,328, respectively. Since the 
return earned in 1944 lies between 
these limits, we find that the present 
rates are reasonable and that no re- 
duction in electric rates is justified at 
this time. If a reduction in cost of 
purchased power should result from 
the proceedings now being conducted 
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[10] Industrial Rates. 


by the Federal Power Commission, the 
electric rates should be reduced in the 
amount of such saving. 

Street Lighting Rates. It has been 
pointed out before by this Commission 
that it is very difficult to equitably 
allocate to a particular class of serv- 
ice a pro rata of the many costs which 
are incurred in rendering the service 
as a whole and only persons who are 
thoroughly familiar with all details of 
the elements of property employed and 
the various phases of operation could 
hope to arrive at a dependable result. 
The city of Baltimore in its contention 
for lower rates for street lighting rec- 
ognized this difficulty and was content 
to make comparisons with the rates 
charged domestic customers by this 
company and with rates charged in 
other cities of comparable size for 
what was understood to be similar 
service. The three taxpayers who in- 
tervened in the case employed an ex- 
pert who submitted an allocation of 
costs to street lighting, but he com- 
plained of the inadequacy of the data 
available to him and expressed doubt 
as to the dependability of some of his 
results. The company submitted a 
cost study in considerable detail, il- 
lustrated by an exhibit which was the 
subject of lengthy discussion and crit- 
icism, which study indicated that the 
return realized from the street light- 
ing rates was 4.3 per cent of what was 
estimated to be the rate base for that 
service. Without passing upon the 
degree of accuracy attained in that 
study, we find that it furnished the 
best evidence on the subject and in- 
dicated that present rates for street 
lighting do not produce more than a 
reasonable proportion of present in- 
come, 


Rustless 
Iron and Steel Corporation and 
Bethlehem-Fairfield Shipyard, Incor- 
porated, customers served under elec- 
tric Schedule IT, offered testimony to 
show that cost to them of service un- 
der that schedule was excessive. Par- 
ticular stress was laid upon the tail 
rate of the schedule and upon the fuel 
adjustment clause. We find that the 
present IT Schedule is in reasonable 
relationship to present rates for other 
classes of service. We do not find 
that the fuel rate adjustment clause 
should be changed at this time and we 
recognize the convenience with which 
it can be applied to the industrial and 
larger commercial customers and the 
ability of such customers to recoup in- 
creased costs in the selling price of 
their product, but we realize that a 
variation in the cost of fuel affects the 
cost of serving all classes of customers 
and should be shared by all in propor- 
tion to the use of the service. This 
equitable distribution of cost can be 
accomplished only by a general in- 
crease of rates or a surcharge. When 
rates have been fixed for all classes 
of service with due consideration for 
equitable relationship between classes, 
such relationship cannot be maintained 
if one class be required to bear the 
entire burden of an increase in cost 
which affects the service of all classes. 
This being true, the use of a device 
which necessarily overburdens a par- 
ticular class should be minimized, as it 
will destroy the equitable relationship 
which has been fixed at the time of the 
general rate review. Therefore, when 
a fuel adjustment clause is employed 
and of necessity made applicable only 
to a certain class of service, a relative- 
ly permanent or continuing increased 
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cost of fuel, of substantial amount 
above the base price, should be ac- 
counted for by some means of dis- 
tributing the increase generally and the 
current price of the fuel should then 
become the base for application of the 
fuel clause adjustment. This is a sub- 
ject which seems to require further 
study by the company and by the Com- 
mission. 

[11, 12] The record in this case oc- 
cupied 5,116 pages, there were 195 ex- 
hibits and the Commission had the ad- 
vantage of well-prepared briefs and 
four days of argument. A consider- 
able portion of the testimony related 
to methods of accounting and it was 
claimed that certain costs were not 
properly reported to the Commission 
by the company in conformity with the 
requirements of the prescribed sys- 
tem of accounts. It is the intention 
of the Commission that the account- 
ing and the periodic reports to the 
Commission shall adequately disclose, 
separately, the cost of operation and 
the property employed in rendering 
gas, electric, steam heating, and mer- 
chandizing services. This requires an 
apportionment of property which is 
used in common and, after due con- 
sideration of the testimony and ex- 
hibits relating to different methods of 
making such apportionment, we find 
that the company’s practice of making 
such allocations on a revenue basis is 
the more practicable and is sufficiently 
accurate. 


An order will be prepared in con- 
formity with the findings herein. 


ORDER 

In accordance with the opinion of 
the Commission filed herein, on the 
date hereof, which opinion is here- 
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by referred to and made a part here. 
of, 

It is, this 23rd day of November, 
in the year 1945, by the Public Serv- 
ice Commission of Maryland, 

Ordered: (1) That the fair value 
for rate-making purposes of the prop- 
erty of Consolidated Gas Electric 
Light and Power Company of Balti- 
more on December 31, 1944, was 
$148,172,126, and such valuation shall 
be and become final unless protest 
against the same shall be filed with 
the Commission within ten days, as 
provided by § 30 of the Public Service 
Commission Law. 

(2) That the investigation of the 
rates of Consolidated Gas Electric 
Light and Power Company of Balti- 
more in Case No. 4661 be, and the 
same is hereby, dismissed. 

(3) That the complaint of the 
mayor and city council of Baltimore 
in Case No. 4648 and intervening 
petitions therein, be, and the same are 
hereby, dismissed. 


(4) That this order shall become 
effective on the date hereof and shall 
remain in effect until the further order 
of the Commission in the premises. 

(5) That the said Consolidated 
Gas Electric Light and Power Com- 
pany of Baltimore shall furnish this 
Commission accurate and complete 
statements in convenient form, setting 
forth the revenues and expenses of the 
said company during each quarterly 
period; such reports to be furnished 
as soon as may be reasonably prac- 
ticable and convenient after the end of 
each quarterly period during the period 
this order remains effective. 

(6) That a copy of this order and 
a copy of the opinion hereinbefore re- 
ferred to and filed herewith be served 
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upon the said Consolidated Gas Elec- 
tric Light and Power Company of 
Baltimore, and that the said company 
within ten days of the date of service 
of such copy shall notify the Commis- 
sion in writing whether or not it will 
accept and abide by the same. 


SUPPLEMENTAL ORDER 


In accordance with memorandum 
of the Commission filed herein on the 
date hereof, which memorandum is 
hereby referred to and made a part 
hereof, 

It is, this 30th day of November, in 
the year 1945, by the Public Service 
Commission of Maryland, 

Ordered: (1) That the fair value 
for rate-making purposes of the prop- 
erty of Consolidated Gas Electric 
Light and Power Company of Balti- 
more on December 31, 1944, was 
$148,376,143, and such valuation shall 


be and become final unless protest 
against the same shall be filed with the 
Commission within ten days, as pro- 
vided by § 30 of the Public Service 
Commission Law. 

(2) That a copy of this order and 
a copy of the memorandum hereinbe- 
fore referred to and filed herewith be 
served upon the said Consolidated 
Gas Electric Light and Power Com- 
pany of Baltimore, and that the said 
company within ten days of the date 
of service of such copy shall notify the 
Commission in writing whether or not 
it will accept and abide by Order No. 
41554 entered on November 23, 1945 
(printed herewith) as modified, 
amended, and changed by this order. 

(3) That except as modified, 
amended, and changed by (1) above, 
Order No. 41554, entered herein on 
November 23, 1945, shall be and re- 
main in full force and effect. 





MINNESOTA RAILROAD AND WAREHOUSE COMMISSION 


Re Chicago & Northwestern Railway 
Company 


A-6671 
August 8, 1945 


PPLICATION for authority to discontinue railroad station 
dl \ agency service and to substitute custodian service; author- 


ity to be granted unless revenues have increased substantially 
by end of current year. 


Service, § 267 — Discontinuance — Station agency. 
Authority to discontinue agency service at a railroad station and to substi- 
tute custodian service therefor will be granted, unless the gross income 
derived from outgoing and incoming traffic by the end of the current year 
amounts to the statutory requirement of $8,000 at said station, where the 
population served by said station is small, where the area has reasonably 
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adequate common carrier truck and bus service in addition to truck service 
rendered by wholesale firms doing business there and where there will be 
no reduction in the number of passenger or freight trains. 


Service, § 267 — Abandonment of railroad station — Legality of order. 
Statement, in dissenting opinion, that order authorizing abandonment of 
railroad station agency and substitution of custodian service therefor is 
unlawful because not based exclusively upon the record, but made contin- 
gent upon future conditions which may or may not occur, p. 107. 


Service, § 267 — Abandonment of railroad station — Inadequacy of revenue — 
Applicability of statute. 

Statement, in dissenting opinion, that order authorizing abandonment of 
railroad station unless annual revenues amount to at least $8,000 annually, 
establishes a dangerous precedent because the germane statute does not 
provide that when annual business at a station amounts to less than $8,000 
the agent shall be removed, such precedent being particularly dangerous 
where abnormal war conditions are construed to be sufficient grounds for 
replacing the station agency with custodian service, thereby making ab- 
normal conditions more acute, p. 107. 


Revenues, § 2 — Future estimates — Postwar revenues. 
Statement, in dissenting opinion, that an allowance of only five months to 
get annual business at a railroad station agency back to normal is unfair 
because, while an increase in revenue at an early date is sure, state and 
Federal reports alike disclose uncertainty in the corn crop for the year 
involved and the possibility of government limitation on corn during such 
year, corn being one of the principal commodities handled at the station, 


p. 108. 


(Cuase, Commissioner, dissents.) 


o 


By the Commission: The above- mitted to the entire Commission and 


entitled matter came on for hearing be- 
fore the Commission at Cobden, Min- 
nesota, on Monday, April 2, 1945, on 
petition of the Chicago and North- 
western Railway Company. 


Commissioner Ray P. Chase presid- 
ed. 


There appeared for petitioner 
George F. Dames and Gerald F. First- 
ensky, Attorneys, St. Paul, and for ob- 
jector, H. H. Flor, Attorney, New 
Ulm, ané@ the record having been sub- 


Gross 


Service Revenue Miscellaneous Revenue 


$6,735.00 
7,880.84 
8,743.39 
3,432.06 
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duly considered with the law applica- 
ble thereto and the Commission being 
fully advised hereby makes and files 
the following order: 


Findings of Fact 


1, That proper notice was duly 
posted at the station of the applicant at 
Cobden, Minnesota. 

2. That the gross earnings at said 
station from incoming and outgoing 
traffic for the 4-year period ending 
December 31, 1944, was as follows: 


Total Gross 
Revenue 
$7,689.29 
10,061.32 
11,793.43 

5,015.58 


Freight Gross Passenger & 


$954.29 
2,180.48 


3,050.04 
1,583.52 
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3. That the direct expense incurred 
in the operation of the facilities at Cob- 
den for the same period was as fol- 
lows: 


OER. .cdceneecoucocenipsacceatbcs $1866.26 
TOES sc diciewecessaypawtanees deter 2084.98 
1904S oa wecccncsecessdcocsetied sece 2956.64 
DE inccccsvdasssetcnceotesésaane 2351.22 


4. That the population of Cobden 
is about 115, and the businesses located 
thereat are the Eagle Roller Mill Grain 
Elevator, Cobden Livestock Shipping 
Association, Peterson Service Station, 
Arnold Wheeler Liquor Store, Amer- 
ican Cash Grocery, Manderfeld’s Beer 
Parlor, and the Zieske Grocery Com- 
pany, which was recently destroyed by 
fire. That Cobden is on U. S. High- 
way No. 14 and has reasonably ade- 
quate common carrier truck and bus 
service in addition to truck service 
rendered by wholesale firms doing 
business there. 


5. That the decrease in gross reve- 
nue in 1944 was largely due to Fed- 
eral Regulations invoked because of 
the existing war, less than average 
grain crops, and a decrease in hog 
production. 

6. That if the application of the pe- 
titioner were granted consignees will 
be notified by the agent at Sleepy Eye 
or by the custodian upon the arrival of 
freight, and agency service will be 
available to the patrons of the railroad 
at Sleepy Eye, a distance of 5.2 miles 
east and at Springfield, a distance of 
7.3 miles west of Cobden. That when- 
ever cars are needed for shipments in 
carload lots the same may be obtained 
by notifying the agent at Sleepy Eye. 
No toll charge is made for calls to 
Sleepy Eye. 

7. That there will be no reduction 
in the number of passenger or freight 


trains; that the possibility of increas- 
ing the gross revenue is speculative 
and conjectural, and the abandonment 
of agency service and substitution of 
custodian service will not impair peti- 
tioner’s ability to serve the public fully 
and satisfactorily nor create an undue 
burden upon public convenience and 
necessity at said point. 


CHASE, Commissioner, dissents for 
the following reasons: 


1. The order is unlawful. 


2. The order is a dangerous prece- 
dent. 


3. The findings of fact are untrue. 

4. Allowance of only five months to 
get business back to normal is unfair. 

5. Removal of the agent is against 
public interest. 

6. Discontinuance of agency service 
will harm the railroad. 

7. Return of veterans has solved 
man-power shortage. 


I 


The order is unlawful because it is 
not based exclusively upon the record, 
but is made contingent upon future 
conditions, which may or may not oc- 
cur. 


II 


The order is a dangerous precedent 
because § 219.85, Minnesota Statutes 
1941, does not provide that when an- 
nual business at a station amounts to 
less than $8,000 the agent shall be re- 
moved, and this order does so provide. 
The majority are on dangerous 
ground when they disregard the stat- 
ute and establish a precedent where ab- 
normal war conditions are construed 
to be sufficient grounds for replacing 
the services of an agent with those of a 
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custodian, thereby making abnormal 
conditions more acute. 


III 


The findings of fact are untrue; for 
example, the statement in § 7 thereof: 
“That the possibility of increasing the 
gross revenue is speculative and con- 
jectural.” There is nothing specula- 
tive or conjectural about an increase 
in revenues at the Cobden station. An 
increase is a certainty. 

Cobden is a village of 136 inhabi- 
tants, located in Brown county. In 
all the history of Minnesota there nev- 
er has been a crop failure in Brown 
county. The Cobden trade territory 
reaches over into Redwood county and 
these two counties form part of one of 
the richest agricultural sections in the 
northwest. State records show that in 
1944 swine, including pigs, in Brown 
county numbered 115,000, in Red- 
wood county 175,000; that in 1944 
Brown county produced 5,193,500 
bushels of corn, Redwood county 
7,564,200 bushels. 

The decrease in annual business at 
the Cobden station is due to the war. 
Farmers have been unable to buy farm 
machinery, building material, house- 
hold goods, automobiles, trucks, tires, 
batteries, and hundreds of other need- 
ed articles. Since these articles could 
not be bought, they could not be 
shipped. For weeks it was not possi- 
ble to secure box cars to ship grain. 
For weeks an embargo on hogs made 
it impossible to ship hogs by rail. War 
prices on corn caused farmers to breed 
fewer sows and raise fewer pigs. The 
result was a decreased annual business 
at the Cobden station. 

Now the war with Germany is end- 
ed, Japan is doomed to early defeat, 
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and economic conditions in the United 
States again will be normal. In view 
of the productive capacity of Brown 
and Redwood counties to say “that the 
possibility of increasing the gross rey- 
enue is speculative and conjectural” as 
applied to Cobden is inexcusable non- 
sense. 

Yet the majority list it as a finding 
of fact. 


IV 


Allowance of five months only to get 
the annual business at the Cobden sta- 
tion back to normal is unfair because, 
while an increase in revenue at an ear- 
ly date is sure, state and Federal re- 
ports alike disclose uncertainty in the 
1945 corn crop and the possibility of 
government limitation on corn this 
fall. 


V 


Removal of the agent is against pub- 
lic interest because a custodian does 
not and cannot give the service which 
an agent gives. He is not paid to give 
such service and is not expected to give 
it. Early return of America to normal 
economic conditions requires cooper- 
ative effort by industry, agriculture, 
labor, and utilities. Further hamper- 
ing of a municipality already handi- 
capped by war is a definite disservice. 


Vi 


Discontinuance of agency service 
will harm the railroad because after the 
war and the shrinkage of war reve- 
nues, the carriers will need their cus- 
tomers and friends. Removing agents, 


antagonizing customers, irritating 
shippers, makes no friends. On the 
contrary, it makes bitter enemies. 

In the present instance, it is unnec- 
essary and can be due only to thought- 
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less cupidity. Annual business at the 
Cobden depot was $11,793.43 in 
1943 and $5,015.58 in 1944. During 
the same two years the Chicago and 
Northwestern Railway Company paid 
$8,606,430 in excess profits taxes. 

Request for removal of an agent be- 
cause annual business at a station is 
$2,984.42 under the statutory limit of 
$8,000 impresses me as petty avarice 
when it comes from a carrier able to 
pay more than $8,000,000 in excess 
profits taxes in two years. 


VII 


The return of veterans has solved 
the man-power shortage. One of the 
arguments used by applicant in this 
and other cases is that it is impossible 
to secure agents and that the agent 


in question is needed elsewhere. Mili- 
tary authorities have disclosed the 
number of men released from Army 
duty. One railroad advertised in last 
week’s magazines that it has 4,000 
veterans back on their jobs. Obvi- 
ously, the argument of man-power 
shortage is no longer relevant. 


Conclusion 


This Commission has both the op- 
portunity and the obligation to serve 
constructively. Harassing little towns 
already burdened by war problems 
shows neither constructive thinking 
nor capacity to think. 

It is our task to protect the state 
and the people from any further eco- 
nomic maladjustment. Consequently, 
I dissent from the proposed order. 





MONTANA BOARD OF RAILROAD COMMISSIONERS 


Re Great Falls Transfer & Storage 
Company 


Docket No. MC-318, Order No. 491 
August 31, 1945 


PPLICATION for certificate of convenience and necessity au- 
thorizing transportation of household goods by motor car- 
rier; granted. 


Certificates of convenience and necessity, § 163 — Sufficiency of application — 
Motor carrier operation — Description of routes. 

1. An application for a certificate of public convenience and necessity 
authorizing the transportation of household goods between “any and all 
points and places in the state” is sufficient and complies with a statute re- 
quiring an application to state the public highways over which and the 
fixed termini between which, or the routes over which the applicant intends 
to operate, if the same are fixed, or the particular city, town, station, or 
“locality” from or to which the applicant intends to operate, p. 110. 
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Certificates of convenience and necessity, § 115 — Motor carriers — Irregular 
routes — Contract service. 

2. An application for a certificate of convenience and necessity authorizing 
the transportation of household goods between any and all points and places 
in the state by motor vehicles as a Class C carrier (one who transports 
commodities or persons under a remuneration fixed by agreement and has 
no regular routes or fixed termini) is not required to make out a case show- 
ing convenience and necessity between all the points which it is intended 
to serve, but it is only necessary to show that there are certain persons 
for which he desires to perform transportation services and that it would 
be convenient and is necessary that the transportation service be rendered 
to those persons, p. 110. 


Certificates of convenience and necessity, § 11 — Discretion of Board. 
3. The Board of Railroad Commissioners, in acting upon an application for 
a certificate of public convenience and necessity, has a broad discretion so 
long as it acts within the statute and follows the jurisdictional requirements 
therein set forth, p. 111. 


Monopoly and competition, § 61 — Necessity of additional service — Opportunity 
to furnish service. 
4. The Board, in passing upon an application for authority to operate a 
motor carrier service, must consider the present service rendered, whether 
additional service is needed, and whether the existing carrier has had an 
opportunity to furnish the service, p. 111. 


Certificates of convenience and necessity, § 118 — Motor carriers — Transporta- 
tion of household goods. 
5. The fact that many things arise in connection with the movement of 
household goods which do not arise in movements of other commodities has 
a bearing upon the showing of convenience and necessity which must be 
made by an applicant for a certificate authorizing transportation of house- 
hold goods, p. 112. 


5 


APPEARANCES: Melvin N. Hoin- cation in accordance with the require- 


ess, Attorney at Law, Billings, repre- 
senting the applicant; Sherman W. 
Smith, Attorney at Law, Helena, ap- 
pearing for protestants: Coulter 
Transfer Company, Helena, Taylor 
Transfer Company, Helena, and 
White Line Vans, Great Falls and 
Helena; Paul T. Keller, appearing for 
the Board. 


Before: Horace F. Casey, Chair- 
man and Paul T. Smith, Commission- 
er. 


In this matter, 


By the Boarp: 
Great Falls Transfer and Storage 
Company, a corporation, made appli- 
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ments of Chap. 310, Revised Codes 
of Montana, 1935, and amendments 
thereto, for a certificate of public con- 
venience and necessity authorizing the 
transportation of household goods, as 
defined by the Interstate Commerce 
Commission in Ex Parte No. MC-19 
(17 MCC 467) between any and all 
points and places in the state of Mon- 
tana by motor vehicles as a Class C 
operator ; 

[1, 2] The hearing was held at 
Great Falls, Montana, on August 14, 
1945, at 9 o’clock a.m. in the council 
chambers of the Civic Center. Three 
protestants appeared and objected to 
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RE GREAT FALLS TRANS¥ER & STORAGE CO. 


the introduction of testimony on the 
ground that the application was insuf- 
fcient and did not comply with the 
statute, § 3847.10, and also raised the 
point that convenience and necessity 
was not shown. 

As to the first matter, the statute, 
§ 3847.10, subsection (b) 2, does state 
“The public highway or highways over 
which and the fixed termini between 
which, or the route or routes over 
which it intends to operate, if the same 
are fixed’’; however, the statute goes 
on in this manner: “or the particular 
city, town, station, or locality from 
and/or to which the applicant intends 
to operate.” 

It must be noted that the last por- 
tion of the section does not .say only 
city and town, but also contains the 
word locality. 


The application is between any and 
all points and places in the state of 
Montana. Those words sufficiently 
describe the places from and to which 
the applicant intends to operate, in ac- 
cordance with the statute. Subsection 
2 of that statute is written in the dis- 
junctive and the applicant may specify 
the routes over which he will operate, 
or he may state the places “from and/ 
or to which” he intends to operate, 
which was done in this case. The ap- 
plication is sufficient in that regard and 
the objection is overruled. 


According to § 3847.2, a Class C 
carrier is one who transports commod- 
ities or persons under a remuneration 
fixed in a contract, charter, agreement, 
or undertaking. It has no regular 
routes nor has it fixed termini. The 
statute contemplates that a Class C 
carrier does not serve the public in 
general. Therefore, it is only neces- 
sary for a Class C carrier, in making 


a showing of convenience and neces- 
sity, to show that there are certain per- 
sons for which he desires to perform 
transportation service, and that it 
would be convenient and is necessary 
that the transportation service be ren- 
dered to those certain persons. It is 
not contemplated by the statute that 
an applicant for a Class C permit would 
necessarily make out a case of showing 
for convenience and necessity between 
all the points which it is intended that 
he will serve for the reason that the 
service is to be intermittent and to be 
rendered as it will arise. 

[3] So long as this Board acts 
within the statute and follows the ju- 
risdictional requirements therein set 
forth, it has a broad discretion. North- 
ern P. R. Co. v. Bennett, 83 Mont 
483, PUR 1929C 139, 272 Pac 987; 
Interstate Transit Co. v. Derr, 71 
Mont 222, PUR 1925A 622, 228 Pac 
624. 

[4] The Board must consider the 
present service rendered, whether ad- 
ditional service is needed, and has the 
existing carrier had an opportunity to 
furnish the service? Fulmer v. Rail- 
road Comrs. (1934) 96 Mont 22, 28 
P2d 849. 


The Interstate Commerce Commis- 
sion, in Re United Moving & Storage, 
Inc. (1942) 3 FedCC 181, Par. 30,- 
213 stated: “As a general rule, we 
have been much less exacting with re- 
spect to evidence which we deem nec- 
essary to prove that public conven- 
ience and necessity require operations 
as a motor common carrier of house- 
hold goods, than we have been in simi- 
lar cases involving transportation of 
general freight. The character of the 
household goods moving business is 
such that it is difficult, in applications 
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for authority to institute new opera- 
tions, to obtain the testimony of pro- 
spective shippers with respect to the 
need for the proposed service, or of 
persons who have been inconvenienced 
in the past by a lack of adequate serv- 
ice.” 

In the instant case, three witnesses 
representing large organizations testi- 
fied that they had employees moving 
from city to city, and that it would be 
a great convenience for them to be able 
to employ a household mover to move 
them from or to any point or place 
within the state of Montana. 

[5] The testimony in this case dis- 
closes that the movement of household 
goods is a peculiar transportation serv- 
ice in itself; that there are many things 
arise in connection with the movement 
of such goods which do not arise in 
movement of other commodities. 


That, in itself, has a bearing upon the 
showing of convenience and necessity 
which must be made. 


A sufficient showing of convenience 
and necessity was made in this case. 

It appearing to this Board, a copy 
of the application and notice of hear- 
ing thereon was served at least ten 
days before the date of the hearing, 
upon all of the parties, as required by 
§ 3847.11, Revised Codes of Mon- 
tana, 1935, and that after due consid- 
eration, and being fully advised in the 
premises, the Board has found from 
the evidence introduced at said hear- 
ing, after taking all of the facts and 
circumstances relating to the said ap- 
plication into consideration, that pub- 
lic convenience and necessity has 
been shown, and require the authoriza- 
tion of the transportation service pro- 
posed by said applicant. 

Now therefore, it is ordered by the 
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Board that the application of Great 
Falls Transfer & Storage Company, a 
corporation, in Docket No. MC-318 
be, and the same is hereby, approved 
granting the applicant the right to an 
intrastate certificate of public conven- 
ience and necessity as a Class C car- 
rier for the transportation of house- 
hold goods, as defined by the Interstate 
Commerce Commission in Ex Parte 
MC-19 (17 MCC 467) as a commodi- 
ty under the following commodity de- 
scription: “The term ‘household 
goods’ means personal effects and 
property used or to be used in a dwell- 
ing when a part of the equipment or 
supply of such dwelling ; furniture, fix- 
tures, equipment, and the property of 
stores, offices, museums, institutions, 
hospitals, or other establishments; 

. . and articles including objects of 
art, displays, and exhibits, which be- 
cause of their unusual nature or value 
require specialized handling and 
equipment usually employed in moving 
household goods,” by motor vehicle 
between any and all points and places 
in the state of Montana. Said certifi- 
cate to contain the following limita- 
tion: “No transportation shall be ren- 
dered under this certificate when both 
the point of origin and destination are 
within the county of Lewis and 
Clark.” 

It is further ordered that the rights 
herein granted to the applicant are sub- 
ject to full compliance with the laws 
of the state of Montana, and rules and 
regulations of the Board of Railroad 
Commissioners, and the operation au- 
thorized herein may not be commenced 
until the certificate is issued. 

It is further ordered that a full, true, 
and correct copy of this order be sent 
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RE GREAT FALLS TRANSFER & STORAGE CO. 


forthwith, by first class United States Transfer Company, Helena, Montana; 
mail, to said applicant herein, to Mel- Taylor Transfer Company, Helena, 
vin N. Hoiness, attorney at law, Bill- Montana; White Line Vans, Helena, 
ings, Montana, representing the appli- Montana, and Sherman W. Smith, at- 
cant; and to the protestants, Coulter torney at law, Helena, Montana. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Equitable Gas Company 


Complaint Docket Nos. 11380, Sub. 15 and 14038 
October 29, 1945 


7 on exceptions to Commission denial of proposed 
rate increase; exceptions dismissed. 


Rates, § 653 — Orders — Res adjudicata. 
1. Commission orders fixing rates for utility service are not res adjudicata, 


p. 114. 


Rates, § 186 — Evidence — Burden of proof. 
2. The Commission properly ruled that an applicant for authority to in- 
crease rates must, in order to discharge its burden of proof, present evi- 
dence not only permitting but producing the conclusion that the increased 
rates are reasonable and that it is the duty of the Commission to reject the 
rates unless the proof clearly supports them, p. 114. 


Valuation, § 39 — Measures of value — Reproduction cost. 
3. Reproduction cost does not deserve controlling weight in a rate base 
determination, although it should be considered in ascertaining fair value 
for rate-making purposes, p. 115. 


Rates, § 650 — Procedure — Exception to finding. 
4. An exception to findings of fact in a rate case is improper, under Rule 
51 of the Commission’s Rules of Practice, where it does not oa 
either appropriate record references or a specific statement of the finding 
desired, p. 115. 

Valuation, § 79 — Reproduction cost determination — Price changes. 
5. The Commission properly refused to accept, as binding, changes in price 
levels since December 31, 1938, in determining reproduction cost, in view 
of their abnormal and inflationary aspects, p. 116. 


Valuation, § 373 — Natural gas leaseholds — Original cost basis — Market value 
basis. 
6. Inclusion of leaseholds in a reproduction cost finding at original cost 
rather than fair market value is proper, p. 116. 
[8] 113 61 PUR(NS) 
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Valuation, § 49 — Rate base determination — Trended original cost. 


7. The Commission properly disregarded trended original cost in determin- 
ing fair value of public utility property for rate-making purposes, p. 116. 


Depreciation, § 26 — Annual allowance — Consistency with accrued depreciation 


determination. 


8. Annual depreciation expense allowance need not be consistent with ac- 
crued depreciation determination, p. 117. 


Revenues, § 2 — Future estimates — Single year basis. 
9. The Commission, in 1945, in estimating future revenues and expenses 
for rate-making purposes, properly used 1944 operating revenue and ex- 
pense experience without regard to such experience in other years, since 
the immediate future can best be forecast on the basis of experience in the 
immediate past, particularly where there are uncertainties in the present 


economic situation, p. 117. 


By the Commission: By our order 


nisi of July 10, 1945, 60 PUR(NS) 
99, we sustained the existing rates of 
the Equitable Gas Company and re- 
jected proposed increased rates. The 
matter is now before us on exceptions 
filed by the city of Pittsburgh and by 


respondent. The exceptions have been 
orally argued before us. 

[1] The city of Pittsburgh, at the 
outset of its exceptions, plainly states 
that it “concurs in the Commission’s 
conclusion, in its order nisi of July 10, 
1945, in the above-entitled proceed- 
ing, that the rate increase requested 
by the respondent gas company should 
be denied. Nevertheless, the city files 
the following exceptions to certain of 
the Commission’s findings therein 
which in some future proceeding may 
be prejudicial to the city and other 
customers of the company and con- 
trary to the public interest.” 

In view of this statement, the deter- 
minative issue raised by the city is the 
binding effect of our findings. This 
issue is resolved against the fears of 
the city by the decision in Perkasie 
Sewer Co. v. Public Utility Commis- 
sion (1940) 142 Pa Super Ct 262, 
265, 38 PUR(NS) 403, 405, 16 A 


(2d) 158, wherein it was held on this 
point that “we need only emphasize 
the observation made in our recent 
opinion in Beaver Valley Water Co. 
v. Public Utility Commission (1940) 
140 Pa Super Ct 297, 35 PUR(NS) 
119, 14 A2d 205, that Commission 
orders fixing rates are not res judi- 
cata.”” Under this rule of law the city 
cannot be prejudiced by our order nisi 
and we will therefore dismiss its ex- 
ceptions. 

The exceptions of respondent are in 
a different category, and require de- 
tailed examination which will be given 
under the numbers used by respond- 
ent. 


Exception 1 

[2] This exception questions our 
statement that respondent in order to 
discharge its burden of proof relative 
to the proposed increased rates “must 
present evidence not only permitting 
but producing the conclusion that the 
increased rates are reasonable, and it 
is the duty of the Commission to re- 
ject the rates unless the proof clearly 
supports them.”’ Respondent appar- 
ently misapprehends the significance 
of our phraseology. It would seem 
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that a reading of our order could 
leave no doubt that we had laid no 
greater burden on respondent than 
that described in St. Clair Coal Co. v. 
Public Service Commission (1922) 79 
PaSuperCt 528, amplified by the dis- 
cussion in Peoples Nat. Gas Co. v. 
Public Utility Commission (1940) 
141 PaSuperCt 5, 23, 35 PUR(NS) 
75, 14 A2d 133. The exception will 
be dismissed. 


Exception 2 

[3] This exception questions our 
statement that, for reasons fully stated 
in certain of our prior rate case orders, 
reproduction cost does not “present a 
figure deserving controlling weight in 
rate base determination.” In Peoples 
Nat. Gas Co. v. Public Utility Com- 
mission (1943) 153 PaSuperCt 475, 
488, 51 PUR(NS) 129, 34 A2d 375, 
and Philadelphia Transp. Co. v. Public 


Utility Commission (1944) 155 Pa 
SuperCt 9, 55 PUR(NS) 473, 37 A 
2d 138, the two most recent Pennsyl- 
vania rate opinions, the court held that 
reproduction cost should be consid- 
ered, but nowhere held that it must 
be taken as the precise measure of fair 


value or rate base. Without the latter 
holding we are not constrained to jus- 
tify our expression of opinion by close 
analysis of the phrase “controlling 
weight.” Such an excursion into the 
realm of semantics might be instruc- 
tive but is unnecessary, since we deem 
the meaning clear and within the rules 
of law. Our views on the legal princi- 
ples governing rate base determination 
were developed at some length in the 
Fair Value section of our order nisi 
and elaboration here would be super- 
rogatory. The exception will be dis- 
missed, 
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Exception 3 

[4] This exception questions as a 
“conclusion of law” our finding of 
fact that December 31, 1944, repro- 
duction cost estimates submitted by 
the respondent “are not entitled to ma- 
terial weight both because of admitted 
defects due to speed in their prepara- 
tion and because the years after 1938 
present a price level which is obvious- 
ly abnormal and reflects the inflation- 
ary effects of war.” 

The statement involved is one of 
fact, and not of law. It is supported as 
to defects due to speed by the testi- 
mony of respondent’s witness Roth 
that he prepared one of the estimates 
referred to because he realized he “did 
not have time to make a detailed 
study.” He further admitted that the 
figures in this exhibit were “included 
more as a matter of information than 
as a reliable index.’”’ The portion of 
the statement dealing with the war- 
induced abnormality of the price level 
since 1938 is fully supported not only 
by common knowledge, but by the rec- 
ord evidence. Furthermore, since the 
exception is taken to findings of fact, 
it is improper under Rule 51 of our 
Rules of Practice in that it does not 
incorporate either appropriate record 
references nor a specific statement of 
the finding desired. We find the ex- 
ception untenable on both substantial 
and procedural grounds, and it will be 
dismissed. 


Exception 4 

This exception questions as a “con- 
clusion of law” our finding of fact that . 
the December 31, 1938, reproduction 
cost estimate submitted by respondent 
is “the fairest representation of repro- 
duction cost derivable from the pres- 
ent record.” The finding involved is 
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one of fact, not of law, and this excep- 
tion, therefore, violates Rule 51 of 
our Rules of Practice since it does not 
incorporate appropriate record refer- 
ences nor a specific statement of the 
finding desired. In addition to these 
serious procedural defects, the excep- 
tion is untenable in the light of the con- 
siderations set forth in the context of 
our order nisi. The exception will be 
dismissed. 


Exception 5 

This exception questions as a 
“conclusion of law” our finding of fact 
that $68,613,969 represents the fair 
reproduction cost (without going con- 
cern value or working capital) of re- 
spondent’s property at December 31, 
1944. This exception is untenable for 
the procedural reasons stated in rela- 
tion to Exceptions 3 and 4. We may 
state, however, that a review of the 
record leads us to affirm the questioned 
finding as fully supported by the evi- 
dence and by the discussion in our or- 
der nisi. The exception will be dis- 
missed. 


Exception 6 

[5] This exception alleges failure 
to give consideration to changes in 
price levels since December 31, 1938, 
in determining reproduction cost. In 
so far as such changes were reflected in 
the record they were considered by us, 
as evidenced by our refusal to accept 
them as binding in view of their ab- 
normal and inflationary aspects. This 
refusal is proper. Peoples Nat. Gas 
Co. v. Public Utility Commission 
(1943) 153 PaSuperCt 475, 483, 51 
PUR(NS) 129, 34 A2d 375. The 
exception will be dismissed. 


Exception 7 
[6] This exception questions our 
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inclusion of leaseholds in the reproduc- 
tion cost finding at original cost rather 
than fair market value. The unrelia- 
bility of the market value estimates is 
apparent from the testimony and 
makes this exception untenable. The 
controverted course has been approved 
by several United States. Supreme 
Court decisions, the latest being Cana- 
dian River Gas Co. v. Federal Power 
Commission (1945) 324 US 581, 89 
L ed —, 58 PUR(NS) 65, 65 S Ct 
829, 840. The exception will be dis- 
missed. 


Exception 8 

This exception questions as a “con- 
clusion of law” our finding of $38,- 
044,776 for depreciated reproduction 
cost at December 31, 1944. The basis 
of this finding is fully explained in our 
order and respondent neither offers 
any rationale for its exception, nor 
suggests any alternative finding. We 
are therefore unable to consider the 
merits of the exception, if any. We 
may also note that, in our judgment, 
the finding involved is a matter of fact, 
not of law, and the exception therefore 
violates our Rules of Practice. The 
exception will be dismissed. 


Exception 9 

This exception questions as a “con- 
clusion of law” our finding that re- 
spondent’s trended original cost esti- 
mate “does not represent actual cost, 
present-day cost, or anything relevant 
to fair value.” This finding is a state- 
ment of simple fact the correctness of 
which appears obvious upon review of 
the record. The exception will be dis- 
missed. 


Exception 10 
[7] This exception questions our 
disregard of trended original cost in 
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determining fair value. We rejected 
a similar exception without incurring 
criticism in the decision on appeal 
from the order. Peoples Nat. Gas Co. 
v. Public Utility Commission, supra. 
The exception will be dismissed. 


Exception 11 

This exception questions our find- 
ing of $31,000,000 as fair value at 
December 31, 1944, but suggests no al- 
ternative. At oral argument on these 
exceptions, counsel for respondent 
contended for a rate base of $40,000,- 
000, a figure in excess of the depre- 
ciated reproduction cost of $38,044,- 
776, the highest value factor. The 
finding represents our considered 
judgment on the record facts and our 
analysis of those facts. We have re- 
éxamined the bases of this judgment 
and find no reason to vary its result. 
The exception will be dismissed. 


Exception 12 

This exception questions our find- 
ing of $2,015,000 as allowable return. 
This finding is the simple mathemati- 
cal result of findings questioned by 
other exceptions which we have found 
untenable. This exception will be dis- 
missed. 


Exception 13 

This exception relates to our dis- 
cussion of respondent’s witness 
Scharff’s testimony on annual depre- 
ciation and questions as a “conclusion 
of law” our finding that, “acceptance 
of Scharff’s annual depreciation fig- 
ures, or of percentages based thereon, 
would necessitate an upward revision 
of accrued depreciation, and a corre- 
sponding reduction in fair value and 
allowable return.” This finding is a 
matter of fact, not of law, and again 
respondent has failed to comply with 
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our Rules of Parctice requiring appro- 
priate record citations, and the sugges- 
tion of an alternate finding. Since we 
are told neither how we erred nor how 
to correct our error, the exception 
must and will be dismissed. 


Exception 14 

This exception questions our find- 
ing that respondent’s allowable annual 
depreciation expense is $535,000. 
This finding represents our best judg- 
ment on the relevant facts. Again re- 
spondent tells us neither how we have 
erred nor what our finding should be. 
The exception will be dismissed. 


Exception 15 

[8] This exception insists that we 
must allow annual depreciation ex- 
pense consistent with our accrued de- 
preciation determination. A similar 
exception was rejected in the Peoples 
Natural Gas Company Case and the 
Commission annual depreciation al- 
lowance in that case was affirmed on 
appeal. Peoples Nat. Gas Co. v. Pub- 
lic Utility Commission, supra. The 
exception will be dismissed. 


Exception 16 

This exception questions our find- 
ing that respondent’s 1944 operating 
income is $2,156,509. Again non- 
compliance with the Rules of Practice 
leaves us unable to know or correct 
our error, if any. The exception will 
be dismissed. 


Exception 17 

This exception questioning our con- 
clusion that the proposed rate increase 
cannot be sustained, is a general ex- 
ception which does not require dis- 
cussion. It will be dismissed. 


Exception 18 
[9] This exception questions our 
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use of 1944 operating revenue and ex- 
pense experience without regard to 
such experience in other years. It 
seems clear to us that the immediate 
future can best be forecast on the basis 
of experience in the immediate past, 
particularly where the uncertainties in 
the economic situation are so numer- 
ous as at present. If future revenues 
and expenses indicate a justification 
for increased rates, there is nothing to 
prevent respondent from submitting 
such rates for consideration by the 
Commission in the light of conditions 
existing at the time of filing. The 
questioned procedure is in accord with 
that followed in several recent cases 
and is proper under Peoples Nat. Gas 
Co. v. Public Utility Commission, su- 
pra. The exception will be dismissed. 


Exceptions 19 and 20 

These exceptions are formal and 
need not be discussed in detail. They 
will be dismissed. 

Respondent has not afforded the 
assistance in consideration of its ex. 
ceptions contemplated by Rule 51 of 
our Rules of Practice. No brief has 
been filed in support of the exceptions 
and the exceptions themselves contain 
no discussion amplifying the points in 
question. However, we have carefully 
reviewed the record in the light of the 
exceptions and the oral arguments 
presented by counsel for the respond- 
ent, counsel for the Commission and 
counsel for the interveners, and we find 
no reason to alter the expressions in 
our order nisi of July 10, 1945, 60 
PUR(NS) 99. 





COLORADO PUBLIC UTILITIES COMMISSION 


Re Earl D. Larsen, 


Doing Business As 


Larsen Transfer & Storage Company 


Decision No. 24978, Application No. 6981 
September 25, 1945 


A PPLICATION for authority to operate motor vehicles; granted. 


Motor carriers, § 12 — Jurisdiction of Commission — Renting or leasing of trucks. 
1. The Commission has no jurisdiction to supervise the renting or leasing 
of trucks where the lease is bona fide and the lessee has the full manage- 
ment, operation, and control of a truck while it is under lease to him and 
in view of that fact is liable for acts of negligence or mismanagement in 


the handling of the truck, p. 120. 


Motor carriers, § 11 — Jurisdiction of Commission — For-hire truck operations. 
2. The Commission has jurisdiction of the operation of motor trucks for 


hire, p. 120. 
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Monopoly and competition, § 65 — Private carrier by motor vehicle — Pickup and 
delivery of freight. 

3. Manufacturing concerns and retail and wholesale merchandisers are en- 
titled to private carrier service by motor vehicle for hire, for pickup and 
delivery of freight for over-the-road carriers of freight by motor vehicle, 
when the volume of business is not so great that the loss of it would defi- 
nitely impair the efficiency of common carriers furnishing pickup and 
delivery service, p. 121. 

Certificates of convenience and necessity, § 163 — Sufficiency of application. 
4. Dismissal or denial of an application for authority to engage in a “for- 
rent truck service” when in fact the applicant requests a permit or certifi- 
cate to operate a for-hire pickup and delivery service would be overtechnical, 
as the application may be considered as one seeking authority to operate 
a for-hire motor carrier service as a Class “B” private carrier, p. 131 ; 


> 


APPEARANCES: FE. V. Holland, rented trucks to other customers. In 


Denver, for applicant; T. A. White, 
Denver, for Rio Grande Motor Way, 
Inc., Larson Transportation Com- 
pany; T. A. Stockton, Jr., Denver, 
and A. J. Fregeau, Denver, for Weick- 
er Transfer and Storage Company ; 
Arthur A. Brooks, Jr., Denver, for 
The Colorado Transfer and Ware- 
housemen’s Association; T. S. Wood, 
Denver, for The Public Utilities Com- 
mission of the state of Colorado. 


The above 


By the CoMMISSION: 
matter was heard at Denver, Colorado, 
on June 26, 1945: 

Applicant, engaged in the business 
of moving and transfer within the city 
limits of the city and county of Den- 
ver, and doing business as “Larsen 


Transfer & Storage Company,” seeks 
authority to conduct a moving and 
storage business in an area not to ex- 
ceed 5 miles beyond the city limits of 
Denver. 

Applicant stated that he has rented 
trucks to the Morey Mercantile Com- 
pany from day to day, as needed; that 
he usually is called the night before or 
in the morning, and that he furnished 
a truck and driver which were paid for 
by the hour by Morey. He also has 
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the case of his operation with Morey, 
his trucks go to Morey’s place of busi- 
ness, are loaded, and then proceed to 
North Denver, and sometimes to 
Edgewater or Lakewood. This is a 
frequent occurrence. He also rents 
trucks to other warehousemen and 
movers, among which are North Den- 
ver Transfer, U. S. Transfer, Mac- 
Gregor Transfer and Storage Com- 
pany, Acme Transfer, Russell Freight- 
ways, Martin Truck Line, and Harris 
Truck Line. 

Upon examination, applicant testi- 
fied that he intended to ask in his ap- 
plication for a permit, and not for a 
certificate. 

He stated that his net worth is $25,- 
000; that he has been in the trucking 
business since 1906, ard that his equip- 
ment is in good shape, considering 
present conditions. 

When he picks up for the Martin 
Truck Line and others, he makes a 
special charge. To Morey, he merely 
rents the trucks, and the trucks are 
under Morey’s supervision and con- 
trol. 

Motion was made by Mr. White 
that applicant’s application, in so far 
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as transporting commodities for Mor- 
ey, should be dismissed and alleged 
as a reason that the Commission had 
no jurisdiction over such a situation. 
Mr. Stockton joined in this motion, 
and motion was taken under advise- 
ment. 


Upon examination by Mr. Brooks, 
applicant stated that he made no re- 
quest for the transportation of house- 
hold goods. 


Upon cross-examination by Mr. 
Stockton, applicant stated that he had 
done business with Martin since Jan- 
uary 1, 1945, with Harris about one 
and a half years, and with Acme, 
about two months. He also stated that 
he did want to transport household 
goods for Martin and Harris and any 
others who might use his docks; that 
all work for Martin was done on a 
strictly hourly basis. He further stat- 
ed that he intended to rent trucks for 
the transportation of commodities out- 
side of the city only by the hour, and 
that was all he asked in his application. 
He stated that he would not compete 
with line-haul carriers to Littleton, but 
would to Aurora. He also said that 
in his opinion there were plenty of 
carriers to take care of the business 
and that he believed the service was 
adequate to a 5-mile area; that he 
wanted 6nly authority to serve his 
own customers. 


Cecil A. Foster, owner of PUC No. 
72, stated that he has authority to 
serve Remico, Fort Logan, Littleton, 
Morrison, Bailey, Englewood, Au- 
rora, Fitzsimons, and Buckley Field; 
that he has leased equipment from 
Larsen for freight movement within 
the 5-mile area. He also testified that 
as soon as the war was over, there 
61 PUR(NS) 


would be a lot of idle equipment on 
hand. 


A. J. Fregeau, general manager of 
Weicker Transfer and Storage Com- 
pany, owner of PUC Nos. 8 and 241, 
testified that his company picks up 
and delivers for other operators; that 
Rocky Mountain Parks Transporta- 
tion Company is one customer served 
regularly and that the other customers 
are on call and demand; that there 
are other carriers whom his company 
serves ; that merchandise in pickup and 
delivery service is heavier than a year 
ago, due to Army installations. He 
stated that Weicker has 122 pieces of 
equipment and plenty of service for the 
type sought by applicant, and that ap- 
plicant’s operations would impair the 
business of Weicker when business re- 
turns to normal and present service is 
adequate. 


[1, 2] Upon the record here made, 
it seems that applicant desires to fur- 
nish a 2-way service—one to rent 
trucks, the other a for-hire truck car- 
rier service for a limited number of 
customers, all of whom are tenants or 


customers of his dock. We do not 
have jurisdiction to supervise the rent- 
ing or leasing of trucks where the lease 
is bona fide and the lessee has the full 
management, operation, and control of 
the truck while it is under lease to him, 
and in view of that fact, is liable for 
acts of negligence or mismanagement 
in the handling of the truck. This was 
the basis of motion of counsel for 
Weicker and Rio Grande Motor Way 
to dismiss the application. We do 
have jurisdiction of for-hire truck op- 
erations. If the lease were not a bona 
fide lease, and in fact amounted to a 
carriage for hire arrangement under 
guise of a lease, we would have juris- 
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diction. Applicant, in that event, 
would be violating the Motor Vehicle 
Carrier or the Private Carrier acts. 
He suggested that his service would be 
limited to a few customers; that the 
service was incidental to his dock serv- 
ice; that the service furnished by him 
would be more convenient and more 
readily available at the times and places 
required by his dock customers than 
the service of common carriers or pri- 
vate carriers in a position to furnish 
pickup and delivery service; that such 
service was furnished by him for 
them in the city and county of Denver ; 
that in order to deliver or pick up the 
small amount of freight originating or 
consigned to points within a radius 
of 5 miles of the city limits as a for-hire 
carrier, he apparently needed a permit 
if he was to stay within the law. 
Obviously, his customers prefer to 
have all their pickup and delivery serv- 
It is not 


ice furnished by one agency. 
satisfactory to have the Denver freight 
handled by applicant, and freight near, 
but outside the Denver City Limits, 
moved by other carriers who, at times, 
may be difficult to locate. 


[3] On a number of occasions, we 
have ruled that manufacturing con- 
cerns and retail and wholesale mer- 
chandisers are entitled to private car- 
rier service when such service is fur- 
nished by the carrier who has a limit- 
ed number of customers and is in a 
position -to furnish the service more 
quickly and easily than other carriers. 
It would seem that the same rule 
should apply to over-the-road carriers 
by truck where the volume of business 
is not so great that the loss of it would 
definitely impair the efficiency of com- 
mon carriers furnishing pickup and de- 
livery service. Here, the only carrier 
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testifying in opposition operates per- 
haps the most extensive line-haul serv- 
ice in the state. It is possible that car- 
riers here involved may prefer to use 
an independent service. There was 
some testimony to the effect that the 
failure to get this business might tend 
to impair the efficiency of the Weicker 
operation. Apparently this carrier has 
never enjoyed the business here in- 
volved, and it would seem that it prob- 
ably is unlikely to get it. We appre- 
hend that the fear of impairment of 
service on account of the granting of 
this permit is more imaginary than 
real. 

[4] The application presented here 
did not, in terms, request a permit or 
certificate to operate a for-hire pickup 
and delivery service. In effect, appli- 
cant asked the Commission to grant 
authority to engage in a “for-rent 
truck service.” Under the circum- 
stances, we think that a dismissal or 
denial of the application upon that 
ground would be overtechnical. Pro- 
cedure before the Commission is sup- 
posed to be somewhat informal. 
Therefore, we will consider the appli- 
cation as one seeking authority to op- 
erate a for-hire motor carrier service 
as a Class “B” private carrier. 


The Commission finds : 

That it does not have jurisdiction 
of applicant’s “leased truck service” ; 
that motion of counsel for Weicker 
and Rio Grande Motor Way relative 
thereto was well taken, and therefore 
we must deny the application in so 
far as it seeks authority from us to 
conduct such service. 

That said application should be 
considered as an application for au- 
thority to operate as a Class “B” pri- 
vate carrier by motor vehicle for hire 
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for the pickup and delivery of freight 
for over-the-road carriers of freight by 
motor vehicle between applicant’s dock 
in Denver and points within a radius 
of 5 miles of the city limits thereof, 
customers to be limited to “over-the- 
road carriers” who are customers or 
tenants of his dock. 

That the granting of a private car- 
rier permit for such service will not 
impair the efficiency of any adequate 
motor vehicle common carrier per- 
forming such service in that part of 
said area outside the limits of the city 
and county of Denver, and that as to 
service within the city limits, the Com- 
mission does not have jurisdiction. 


ORDER 


The Commission orders : 

That it does not have jurisdiction 
of applicant’s “leased truck service,” 
and the application in so far as it seeks 


authority to conduct such service is 
hereby denied. 

That Earl D. Larsen, doing busi- 
ness as “Larsen Transfer & Storage 
Company,” Denver, Colorado, be, and 
he hereby is, authorized to operate as 


a Class “B” private carrier by motor 
vehicle for hire for the pickup and 
delivery of freight for over-the-road 
carriers of frieght between applicant’s 
dock in Denver and points within a 
radius of 5 miles of the city limits 
thereof, customers to be limited to 
“over-the-road carriers” who are cus- 
tomers or tenants of his dock. 

All operations hereunder shall be 
strictly contract operations, the Com- 
mission retaining jurisdiction to make 
such amendments to this permit 
deemed advisable. 

This order is the permit herein pro- 
vided for, but it shall not become ef- 
fective until applicant has filed a state- 
ment of his customers, copies of all 
special contracts or memoranda of 
their terms, the necessary tariffs, re- 
quired insurance, and has _ secured 
identification cards. 

The right of applicant to operate 
hereunder shall depend upon his com- 
pliance with all present and future laws 
and rules and regulations of the Com- 
mission. 

This order shall become effective 
twenty days from date. 
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ASHLINE v. PUBLIC ELECTRIC LIGHT CO. 


VERMONT SUPREME COURT 


Mose Ashline 


Public Electric Light Company 


No. 585 
— Vt —, 44 A2d 164 
October 2, 1945 


PPEAL from decree enjoining electric company from discon- 
A tinuing service for nonpayment of bill for collateral serv- 
ice; affirmed and remanded. 


Payment, § 41 — Service denial to enforce — Collateral service. 
An electric company may not deny service to a consumer because of his 
refusal to pay a bill for equipment repairs made by the same company. 


Before Moulton, C. J., and Sher- 
burne, Buttles, Sturtevant, and Jef- 
fords, JJ. 


APPEARANCES: Sylvester & Ready, 
of St. Albans, for plaintiff; P. C. 
Warner, of St. Albans, for defendant. 


StuRTEVANT, J.: This is a bill in 
chancery seeking to enjoin the defend- 
ant from removing an electric meter 
from the plaintiff’s premises and from 
the collection of a bill for material and 
labor furnished by the defendant to 
the plaintiff. The case was heard on 
bill and answer and evidence present- 
ed. After findings of fact were filed 
a decree was entered ordering that the 
defendant recover from the plaintiff 
the sum of $14.70 for labor and ma- 
terials furnished. The defendant is 
enjoined from discontinuing electric 
service to the plaintiff’s premises. The 
case is here upon the defendant’s ex- 
ceptions. 

From the findings the following ma- 
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terial facts appear: The defendant is 
a public service corporation serving 
the city of St. Albans with electric 
light and power. The plaintiff lives 
on a farm within the territory served 
by the defendant. In August, 1942, 
the plaintiff purchased a used electric 
refrigerator and took it to the defend- 
ant’s place of business to have it put 
in running order. It needed certain 
repair parts which were difficult to ob- 
tain because of conditions brought 
about by the war. The refrigerator 
was put in good running order by the 
defendant, kept running three weeks 
on defendant’s floor and was delivered 
in good condition to the plaintiff in 
April, 1943. After it had been deliv- 
ered to the plaintiff it ran but about 
one day when it stopped and was re- 
paired by the G. S. Blodgett Co. in 
August, 1943, and has worked all 
right since that time. The defendant 
rendered a bill for labor and parts fur- 
nished for the refrigerator in the sum 
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of $14.70 ‘which the plaintiff refused 
to pay. On June 15, 1944, the defend- 
ant sent plaintiff a statement for elec- 
tric current and also a bill for labor 
and repair parts for the refrigerator 
and to that bill attached a notice that 
“the electric service will be discontin- 
ued unless the overdue account is paid 
before June 23rd.” The plaintiff paid 
the bill for current but refused payment 
of the bill for material and labor fur- 
nished in repairing the refrigerator. 
On June 23, 1944, the defendant 
caused the electric meter to be removed 
from the plaintiff's premises and on 
the next day, after service of a tempo- 
rary injunction order on the defend- 
ant, the meter was again installed and 
the plaintiff has since had electric 
service. The materials and labor fur- 
nished for the repair of the refrigerator 
at the plaintiff's request were neces- 
sary and it was in good running order 
when delivered to the plaintiff after 
it had been repaired by the defendant. 
For such repairs the plaintiff is in- 
debted to the defendant in the sum of 
$14.70. The decree states that the 
defendant is entitled to recover that 
sum from the plaintiff to pay for the 
aforementioned repairs. The decree 
also orders that the defendant is re- 
strained and enjoined from discontin- 
uing electric service at the premises 
of the plaintiff in aid of collecting the 
bill for repairs to the refrigerator so 
long as the plaintiff pays the bills 
now due or to become due for electric 
service furnished and to be furnished 
to the plaintiff's premises in accord- 
ance with the statements and under 
the terms of the billings of the defend- 
ant. 


The case is here on exceptions by 
the defendant to the order in the decree 
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granting the injunction restraining it 
from discontinuing electric service to 
the plaintiff’s premises. 

So far as here material, P. L. 6452 
states: “A person, association, com- 
pany, or corporation engaged in the 
business of generating in this state 
electric energy and distributing the 
same for general sale for heating, 
lighting or power purposes or for any 
other public use, if and when requested 
so to do, at all reasonable times, shall 
sell and distribute the same to any and 
all persons, that desire to use 
the same within this state for either or 
any of such purposes. The 
charges made by a person, company, 
or corporation for electric energy so 
sold and distributed, shall be reasona- 
er uns 

This statute makes it the duty of a 
public service company, as therein des- 
ignated, to sell electric power and light 
to any person within the territory 
served by it who wishes to purchase 
same. While the electric energy is to 
be sold to the customer, that is paid for 
by him, there is nothing in the statute 
directly or by implication that gives 
such public service corporation a right 
to refuse to furnish electric service to 
a customer in its territory because the 
customer is refusing to pay a bill for 
some collateral service such as repair- 
ing an electric refrigerator. Since the 
plaintiff was ready and willing to pay 
for the electric service demanded and 
had paid the defendant for all such 
service furnished at the time the de- 
fendant refused to furnish further 
service and removed the meter from 
the plaintiff’s premises, such refusal 
and removal were without right or au- 
thority of law. That is, under the pro- 
visions of P.L. 6452 and other statutes 
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relating to this matter, the defendant 
could not lawfully refuse to furnish 
electric service to the plaintiff because 
of the plaintiff’s refusal to pay a bill for 
a collateral service. Such is the law 
in this state and also in other jurisdic- 
tions according to the great weight of 
authority. 20 CJ, pp. 333, 334; An- 
notation in 55 ALR 771; 29 CJS 
Electricity, § 25, pp. 540, 541. 

The defendant has cited several 


cases in support of its contention. 
However, not one of them support the 
proposition for which it is here con- 
tending, viz., that a public service com- 
pany may discontinue its service to a 
customer to force the collection of a bill 
for a collateral service and, as we have 
already seen from the wording of our 
statute P.L. 6452, such is not the law. 

Judgment affirmed and cause re- 
manded. 





FEDERAL POWER COMMISSION 


Re Puget Sound Power & Light 
Company 


Docket Nos. IT-5962, [T-5963 
August 31, 1945 


PPLICATIONS for authority to sell or otherwise dispose of 
A electric properties and for authority to issue securities, or, 
in the alternative, for dismissal of applications for lack of jurts- 

diction; dismissed for want of jurisdiction. 


Interstate commerce, § 34.1 — Status of company under Federal Power Act. 
An electric company which has been authorized by the Federal Power Com- 
mission to use interconnected systems during a war emergency, to transmit 
electricity to Canada for relieving the emergency, and to import a small 
amount of electricity under a Presidential Permit, which transactions were 
authorized to be carried out without causing the company to be a “public 
utility” within the definition of § 201 of the Federal Power Act, is not such 
a “public utility’ when it does not own or operate facilities used for the 
transmission or sale at wholesale of electric energy transmitted from any 
state and consumed at a point outside thereof. 


By the Commission: It appears 
that : 

(a) Puget Sound Power & Light 
Company (hereinafter referred to as 
the Applicant) having its principal 
business office in Seattle, Washing- 
ton, on July 31, 1945, filed an appli- 


cation (Docket No. IT-5962), pursu- 
ant to § 203 of the Federal Power Act, 
for an order authorizing the Appli- 
cant to sell or otherwise dispose of all 
of its electric properties, and an appli- 
cation (Docket No. IT-5963), pursu- 
ant to § 204 of the act, for an order 
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authorizing the issuance of certain 
notes in the principal amount of $15,- 
125,000. In both applications Appli- 
cant requested the authorizations by 
the Commission or in the alternative 
dismissal for lack of jurisdiction on 
the ground that the Applicant is not a 
“public utility,” as defined in § 201 of 
the act. 

(b) Applicant also requested that 
the Commission first determine the 
jurisdictional question before consid- 
ering the merits of the applications, 
and further requested that the records 
in the proceedings entitled in Re Am- 
brose, et al. Docket No. ID-127, et 
al., Puget Sound Power & Light Co., 
Intervenor, and in Re Puget Sound 
Power & Light Co., Docket No. IT- 
5649, and all sworn reports filed with 
the Commission by the Applicant and 
by The Washington Water Power 
Company be considered as a part of 
the record in this proceeding. 

(c) On August 1, 1945, the Com- 
mission ordered that a hearing be held 
August 21, 1945, with respect only to 
the question of whether the Applicant 
is or is not a “public utility” as defined 
in § 201 of the Federal Power Act, 
and accordingly whether the require- 
ments of §§ 203 and 204 for author- 
ization and approval by this Commis- 
sion apply to the proposed transac- 
tions, respectively. The Commission’s 
order further provided that if the Ap- 
plicant, or any person, desired to in- 
troduce evidence with respect to the 
question of whether the Applicant is 
or is not a “public utility,” as defined 
in § 201, it should notify the Com- 
mission on or before August 17, 1945. 
The Commission’s order of August 1, 
1945, as well as notice of the above 
applications, was published in the Fed- 
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eral Register on August 3, 1945. 
Written notice of the applications and 
the order was duly given to the De- 
partment of Public Utilities of Wash- 
ington, the governor of the state of 
Washington, and to other interested 
parties. 

(d) On August 21, 1945, a hear- 
ing was held pursuant to the Commis- 
sion’s order of August 1, 1945. No 
requests to introduce evidence on the 
jurisdictional issue were received in 
response to the aforesaid notices and 
no one appeared at the hearing to be 
heard on the jurisdictional issue other 
than Commission counsel. The Ap- 
plicant notified the Commission that 
it would. not attend inasmuch as no 
other persons had requested to be 
heard, and assumed that the matters 
referred to in Par (b) hereof would 
be incorporated into the record by 
Commission counsel together with the 
other data Commission counsel de- 
sired to introduce in evidence. 


(e) At the hearing the examiner, 
upon request of counsel for the Com- 
mission, incorporated into the record, 
by reference thereto, the records of the 
proceedings entitled Re Ambrose, et 
al., Docket No. ID-127, et al., Puget 
Sound Power & Light Co., Intervenor, 
and in Re Puget Sound Power & 
Light Co., Docket No. IT-5649; the 
formal files of the Commission with 
respect to the Applicant, in Docket 
Nos. IT-5595, IT-5812, and IT-5893; 
all FPC Forms Nos. 1 and 12 filed 
by The Washington Water Power 
Company, Pacific Power and Light 
Company and Puget for the years 
1940 through 1944, and all such forms 
filed by the Administrator of the Bon- 
neville Power Project for the years 
1941 through 1944; and FPC Forms 
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No. 223-A, filed by Puget Sound for 
the years 1941 through 1943. It ap- 
pears from the record that the incor- 
poration of all of this material was 
agreed to by the Applicant. The hear- 
ing was closed and the matter sub- 
mitted to the Commission upon the 
record. 

The Commission, upon considera- 
tion of the record in these proceedings, 
finds that: 

(1) On February 3, 1943, in Doc- 
ket No. IT-5812, 3 Fed PC 912, the 
Commission entered an order, pursu- 
ant to § 202(d) of the Federal Power 
Act, with respect to the Applicant’s 
use of its interconnections with The 
Washington Water Power Company, 
the city of Seattle, and Bonneville 
Power Administration and intercon- 
nected systems during the war emer- 
gency, but not beyond ninety days 
after the cessation of hostilities. On 
July 18, 1944, in Docket No. IT-5893, 


Applicant was authorized to transmit 
electric energy from the United States 
to Canada for the purpose of reliev- 
ing a war emergency situation on the 
electric system of British Columbia 


Electric Railway Company, Ltd., 
which service and interconnection is 
to be terminated ninety days after the 
cessation of hostilities. On April 23, 


1942, in Docket No. IT-5595, Appli- 
cant was granted a Presidential Per- 
mit, to import from Canada a small 
amount of energy annually for local 
distribution in Point Roberts, Wash- 
ington. The transactions referred to 
in these orders were authorized to be 
carried out without causing the Ap- 
plicant to be a “public utility” by rea- 
son thereof. 

(2) With the exception of the trans- 
actions referred to in Par (1), above, 
which transactions do not affect the 
“public utility” status of the Applicant, 
none of the facilities owned or operat- 
ed by the Applicant are used for the 
transmission or sale at wholesale of 
electric energy transmitted from any 
state and consumed at a point outside 
thereof. 

(3) Applicant does not own or 
operate facilities for the transmission _ 
or sale at wholesale of electric energy 
in interstate commerce within the 
meaning of the Federal Power Act, 
and the proposed sale of its electric 
properties and issuance of securities 
are not subject to the requirements of 
$§ 203 and 204. 

The Commission orders that: The 
applications described in Par (a), 
above, be and the same hereby are 
dismissed for want of jurisdiction. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Borough of Mercer 


Application Docket No. 64915 
October 22, 1945 


OTION to dismiss application for approval of municipal 
acquisition and operation of public utility property; mo- 
tion denied. 


Municipal plants, § 26 — Acquisition of utility property — Sufficiency of applica- 


tion. 


An application for approval of municipal acquisition and operation of util- 
ity property beyond the corporate limits should not be dismissed on the 
ground that the application does not contain a description of the property 
to be acquired, an estimate of the cost of acquisition and operation, a state- 
ment of the precise manner of financing the acquisition, estimates of operat- 
ing costs and revenues, the borrowing capacity of the municipality, and a 
copy of the enabling resolution, where such matters are either within the 
knowledge of the protestant public utility company rather than the applicant 
or are properly the subject of evidence in the proceeding. 


By the Commission: This matter 
is now before us upon a motion to dis- 
miss filed by Mercer Water Company, 
alleging in general that the application 
should be dismissed for want of suff- 
ciency and substance and for want of 
the necessary averments to give the 
Commission jurisdiction. It is specifi- 
cally alleged that the application does 
not contain (a) a description of the 
plant to be acquired, (b) an estimate 
of the cost of acquisition and opera- 
tion, (c) a statement of the precise 
manner in which the municipality pro- 
poses to finance the proposed purchase, 
(d) an estimate of the cost of opera- 
tion, (e) an estimate of revenue. The 
motion to dismiss further alleges that 
the application is premature, fails to 
show the borrowing capacity of the 
borough of Mercer, and contains no 
copy of a’resolution of the borough 
council authorizing the purchase. An 


answer has been filed by the borough 
of Mercer generally traversing the 
substantial allegations of the mo- 
tion. 

The matters set forth by the motion 
as lacking in the application are either 
within the knowledge of the protestant 
rather than the applicant or are prop- 
erly the subject of evidence in this 
proceeding. The jurisdiction of the 
Commission and the procedure are 
supported by Waynesboro Water Co. 
v. Public Service Commission (1922) 
78 Pa Super Ct 143; Williamsport v. 
Williamsport Water Co. (1930) 300 
Pa 439, 150 Atl 652; Pottstown v. 
Public Utility Commission (1941) 
144 Pa Super Ct 220, 39 PUR(NS) 
160, 19 A(2d) 610; therefore, 

It is ordered: That the motion to 
dismiss the application be and is here- 
by refused, and that hearings be sched- 
uled in due course. 
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Coil and core braces guard against distortion and are vented to permit oil circulation. 


These and other important design advantages insure dependable, trouble-free power 


transforming. Write for complete information on Kuhlman Power, 


Distribution, C.S.P., Dry Type, and Saf-T-Kuhl Transformers, 





KUHLMAN 


ELECTRIC COMPANY ee BAY 


——-— 









































(a 


























i 


AAT 











Honeywell Announces Plan to 
Expand Four Factories 


A $300,000 expansion program involving 
additions to plants and machinery in four 
United States and Canadian cities has been 
announced by Minneapolis-Honeywell Regu- 
lator Company. Needed to handle expanding 
sales in all company divisions, the new pro- 
gram follows purchase of a 10-story Min- 
neapolis factory and the addition of four floors 
to the main plant during the war years, Har- 
old W. Sweatt, president, stated. 

Included in the program is the construction 
of a new wing to the main plant in Min- 
neapolis. Company operations in Chicago, 
Toronto, and Philadelphia also will be en- 
larged either by the purchase of existing 
buildings or the addition of floor space to cur- 
rent structures. The building program will be 
started immediately. Negotiations for the 
purchase of machinery to be housed in the 
new buildings have already begun. 

It was pointed out that reconversion of all 
Honeywell plants was practically completed 
and that current production levels were ap- 
proximately 30 per cent above previous peace- 
time peaks, The number of employees in all 
plants and divisions is now about double 1939 
levels, Mr. Sweatt said, while employment 
peaks will rise considerably above current 
levels when the present expansion program 
is completed. 


Chicago Office Reopened 
By Homelite 


OMELITE CorPORATION, Port Chester, New 

York, announces the reopening of an of- 
fice to serve the Chicago area. Located at 2409 
Lake street, Melrose Park, Illinois, the office 
will be managed by T. W. Gramm, formerly 
manager of Homelite’s Philadelphia office. 
The new office has shop facilities for complete 
servicing and repair of Homelite units. 


“The Service of Selling” 


T= Cleveland Heater Company, 2310 Su- 
perior avenue, Cleveland 14, Ohio, an- 
nounces the availability of a set of two books 
entitled, “The Service of Selling,” by Kenneth 
Lawyer, which cover every important problem 
of personal selling and are written for the 
home appliance salesman. 

The books outline modern principles of 
salesmanship and how they may be applied to 
meet postwar merchandising problems, They 
show the salesman that management is intense- 
ly aware of the problems he faces daily, and it 
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Industrial Progress 


Selected information about products, supplies, and 
services offered by manufacturers. Also announce- 
ments of new literature and changes in personnel. 





is more than willing to assist him in finding a 
solution. ; 

“The Service of Selling” was written for all 
those who come in contact with customers, as 
well as office employees, demonstrators, super- 
visors, home service directors, department 
managers, and other sales and contact repre- 
sentatives. 

The books are bound in red cloth and are 
priced at $4. Copies may be obtained from the 
Cleveland Heater Company. 


MM&M Announces Sales 
Personnel Changes 


| psa apy MAXwELL & Moore of Bridge- 
port, Connecticut, manufacturers of 
Ashcroft gauges, Consolidated safety and 
safety relief valves, Hancock valves, and 
American industrial instruments, announce the 
following sales personnel changes: 

Charles L. Harris, manager of distributor 
sales; Newton P. Selover, manager of the 
midwestern district; William F. Loos, east- 
ern district manager with headquarters in the 
executive office of the Chrysler building, New 
York city; and, William H. Bolin, mideastern 
district manager with headquarters in Pitts- 
burgh. 

The company reports that the distributor 
program launched in the early part of 1945 
has developed potentials and possibilities far 
beyond plans made when the program was 
adopted. An increasing number of distribu- 
tors are being appointed throughout the coun- 
try on all of the well known trademarks of 
MM&M products. 


The Hub Electric Corp. Issues 
Catalog of Products 


HE Hub Electric Corporation, manufac- 
turer of lighting and control equipment, 
has issued an 8-page catalog which presents, 
briefly and concisely, a representative selection 
of Hub products. Photographs and detail 
drawings amplify the text. ‘Specifications and 
engineering details are also included. 
Primary purpose of the pamphlet is to offer 
(Continued on page 34) 


“MASTER*LIGHTS" 
© Portable Battery Hand Lights. 
® Repair Car Roof Searchlights, 


© Hospital Emergency Lights. 





CARPENTER MFG. CO. 
197 Master-Light Bldg. Boston 45, 








JAN. 17, 1946 





34 


INDUSTRIAL PROGRESS—( Continued) 





(Continued from page 33) 
the architect, consulting engineer, lighting 
consultant, électrical contractor, and electrical 
jobber a convenient and condensed coverage 
of the field. 

The equipment described includes stage 
lighting, exit and directional signs, indirect 
lighting, built-in lighting, fluorescent troffers, 
and stage switchboards for public, commercial, 
and industrial buildings. Hub Electric Com- 
pany, 2227G W. Grand avenue, Chicago 12, 


Illinois. 


Floating Power Plant Supplies 
Electricity to Belgium 


Oz of America’s floating power plants, 
which would look more at home on the 
Mississippi and was intended for waterways 
like that in the first place, has just been dis- 
closed in the rdle of an ocean voyager that beat 
out a 51-day crossing of the Atlantic to gen- 
erate part of Belgium’s electric power after the 
Allies had liberated that country. 

The queer looking craft, appropriately 
named the “Resistance,” is capable of supply- 
ing the electric power needs of a city of 100,- 
000, and is one of the floating power plants 
built to meet temporary power shortages ex- 
pected in the United States in the early stages 
of the war production program. 

How the “Resistance” was taken to Ant- 
werp and hooked into the Belgium power sys- 
tem is told by her executive officer, Capt. 











ACTIVATED” 


co 


Because you get maximum sulphur removal per 
pound of oxide. Lavino Activated Oxide is 
made especially for maximum activity and 
capacity, maximum trace removal and shock 
resistance. Comparing cost, performance and 
savings, we believe Lavino Activated Oxide has 
no close rival. 

For more information about its remarkable 
record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. 








George W. Franks, in “The Maintenance En. 
gineer,” a publication of the corps of engi- 
neers, U. S. Army. 

The plant is housed in a steel hull half a 
city block long. Power is generated by a Gen. 
eral Electric hydrogen-cooled generator driven 
by a steam turbine. Steam is supplied to the 
turbine by two oil-fired boilers that can con- 
sume 500,000 gallons of fuel oil in about seven 
days. The power lines were directly connected 
to the Belgian power lines in the Amsterdam 
hook-up by means of a 20-ft. transmission 
tower built on deck. 

Communications throughout the plant are 
made by telephones connecting the office and 
the commanding officer’s quarters with the 
main operating stations throughout the plant. 
In addition to the power-generating equipment 
on the barge, there is a machine shop equipped 
with lathes, grinders, pipefitting equipment, 
blacksmithing equipment, rigging, tinsmith- 
ing, and arc and acetylene welding equipment. 

The plant operates four shifts and ,carries 
its own medic and has its own hospital. There 
are galley and mess accommodations. Quarters 
are provided for the regular crew with addi- 
tional bunk space for the merchant marine 
crew that “sailed” her on the Atlantic trip. 

Fire-fighting equipment consists of a bat- 
tery of 76 cylinders of COs piped throughout 
the plant. The fire-fighting chemical can be re- 
leased from any of several control stations |lo- 
cated at various places in the plant. In addition, 
above and below decks are high-pressure water 
hose connections supplied by the fire pumps. 


Kidde & Company Moves Sales 


And Executive Offices 


ALTER Kipp—E & Company, INc., has 

moved their sales and executive offices 
from 140 Cedar street, New York city, to their 
main plant at 1020 Main street, Belleville, New 
Jersey. To insure a high level of sales and 
efficiency of manufacturing the plant has be- 
come active in new product development. The 
company is branching beyond the fire ex- 
tinguishing field into markets which employ 
either the type of manufacturing facilities 
Kidde now has, or the expanded selling organ- 
ization the company is now building. 


New Hancock Plant 


AY, Gredeasts Maxwett & Moore, Inc., has 
announced that their new plant for the 
manufacture of Hancock products, which is 
being built at the present time at Watertown 
(suburb of Boston),. Massachusetts, will be 
ready for occupancy shortly after the first of 
the new year. 

Greatly increased facilities with much more 
floor space and equipment will enable Hancock 
to build larger quantities of their line of valves, 
inspirators, injectors, and ejectors in shorter 
time, assuring quicker deliveries on all of 
these products. 

Just as soon as the executive offices are com- 

(Continued on page 36) 
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--for quick, positive, automatic 
closure whenever fire strikes! 


Pushed downward by a strong starting spring . . . controlled in downward speed by a special safety 
device . . . and operable after automatic closure for emergency use, The Kinnear Steel Rolling Fire 
Door offers the most dependable, thorough and safe fire closure available.* These efficient doors 
remain coiled out of the way overhead when not in use, but they lower into place with speed and 
efficiency when fire threatens—combating one of the major causes of fire loss by cutting off drafts, 
blocking the spread of flames, and confining the fire to, - 

smaller areas. Approved and labeled by Underwriters’ Lab- a Pog ~ Rye Bowe, ean das Be 
oratories, they have saved as much as 33% of their cost Coors, «= withest wel, operation. 
ennually, in reduced insurance rates. Built to fit windows, ut the regular (non-labeled) 
doorways or other openings of any size. Write for com- op BR, & A eo a 
plete information. The Kinnear Manufacturing Company. u 


Factories: 2060-80 Fields Avenue, Columbus 16, Ohio; 1742 Yosemite Ave., San Francisco 24, Calif. 
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pleted at the new plant, the sales department 
for these products will be moved from the 
Bridgeport, Connecticut, plant to Watertown, 
with M. S. Palmer as department manager. 


Davey Offers Portable Truck- 
Mounted Machine Shop 


pan tee we of a complete truck-mounted re- 
pair shop for use of contractors, utilities, 
oil companies, mines, railroads, street railway 
systems, highway departments, and all con- 
cerns operating over extended areas, was an- 
nounced recently by the Davey Compressor 
Company, Kent, Ohio. 

Suitable for mounting on any standard long 
wheel base truck, the shop assembly (known 
as the Davey mobile repair shop) contains vir- 
tually every item of equipment needed for me- 
chanical repair and maintenance work. Its use, 
according to Paul H. Davey, designer and 
company president, will eliminate the present 
costly practice of hauling broken-down ma- 
chines to central shops for repairs and will 
result in tremendous time and labor savings. 

While it is possible to secure almost any 
desired combination of equipment, the Davey 
Company has worked out a number of stand- 
ard assemblies for the use of specific opera- 
tors. For example, one assembly includes as 
its main units, a 60 cu. ft. Davey Compressor, 


a 300 ampere Lincoln welding generator, 5 KW 
Westinghouse power generator, a 14 in. South 
Bend lathe (with complete lathe accessories 
and tools), and a drill press of 1 in. capacity, 
Auxiliary accessories are the same as those 
found in any stationary machine shop. 

Key to the entire assembly is the Davey split 
propeller power take-off. This device inserted 
in the drive shaft of the truck, transmits al] 
of the power of the truck engine to the driving 
of the air compressor, welding generator, and 
power generator. Its use eliminates the need 
for separate driving engines for each piece of 
equipment and permits placement on one truck 
of machines which, individually engine- 
driven, would require at least three trucks. 
Extremely simple in design and construction, 
this take-off can be installed in any garage or 
service shop. 

Davey is now producing 100 of these assem- 
blies on order for European shipment. Three 
units have already been shipped to Nether- 
land East Indies. 

The truck body is replete with tool boxes 
and storage bins. An outside power receptacle 
is provided for the use of local electric current 
when available. There are seven inside power 
receptacles and five interior ceiling lights. 

The lower third of the sides of the truck 
body may be lowered to a horizontal position, 
where they provide a large amount of outside 

(Continued on page 38) 





THE NEW Lummins ELECTRIC ENDORSER 


i ill 
Cummins Model 250 to receipt bills 
Uee Cum ‘ 
checks with record speed 
1 250 Has All of T 
Operated 


hese Features 
Only Mode 
* Electrically 
e@ Oversize 
e Extra La 
e Visible Date 
e@ Safety Switch 
e Finger 
e Ink Flow ‘ 
ht 
dicator Lig 
; peer Check Counter 
‘ Silent-v-Belt Drive 


prication 
 “Cilite” Sealed is 


Setting Device 


Write for complete 


formation today: 


and endorse 


mins Business Machines — 
Division of A. S. C. CORPORATION 
Formerly CUMMINS PERFORATOR 


DR AVENUE » © 


CHICAGO 40, ILLINOIS 


s 


PERFORATORS * CHECK ENDORSERS »* RECEIPTERS * CHECK SIGNERS 


JAN. 17, 1946 


Mention the FortN1GHTLY—I/t identifies your inquiry 





January 17, 1946 Public Utilities Fortnightly 


as 
& 


mes Se ee ec 
e . 


| 
The conventional, trailer- 
mounted air compressor still 
has its place on construction 
jobs where air is needed in 
one place for a period of 
days or weeks. Here, the 
famous Davey Air Aristocrat 
does a job second to none. 


MOST COMPRESSOR JOBS ARE SMALL 


But most construction compressed air 
obs are small—and can be done 


‘ASTER. MORE ECONOMICALLY, WITH 


from the truck engine through the Davey 
Power-Take-Off. Use of one engine re- 





LESS MANPOWER by on advantage 
of the MOBILITY of the DAVEY AUT 
AIR COMPRESOR. 
The Davey AUTO-AIR is mounted on the 
and will go anywhere as fast as 
the truck can go. At the same time. 
the AUTO-AIR occupies less 
than one-third of the body space, the 
same truck can ca the men, tools 
and materials to do the job. 





duces “‘first’’ cost, lowers opera 
maintenance costs — provides m 
per-dollar-invested over a long period 
of years. This time-proved, heavy-duty 
compressor can be mounted on most 
trucks — whether new or already in use 
and can be readily changed from one 
truck to another. 


Available in 60, 105, 160, 210 and 315 
cim capacities. 


Power for the compressor is os direct 


PUBLIC UTILITY COMPANIES ARE 
THE BIGGEST USERS OF DAVEY AUTO-AIR 


DAVEY 


IN PRINCIPAL 


BEALERS 


iS >t 


Comyiiessor Con 


KENT © OHIO 


Cities 
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work bench space. The upper two-thirds of 
the body sides are raised to furnish protec- 
tion against sun and rain for men working 
outside of the truck at these benches. The 
body is waterproof and can be locked securely 
to prevent tampering or theft. 

While the mobile machine repair shop, 
model MMS-l, represents a recent develop- 
ment by the Davey Compressor Company, the 
concern made similar equipment over a period 
of years before the war, according to Mr. 
Davey. Assemblies, involving various com- 
binations of air compressors, welding and 
lighting generators powered through the Davey 
heavy duty power take-off are now in use by 
utilities and highway departments through- 
out the country. 


New Wire Rope Clamp 


A NEW wire clamp called Cabl-Ox has been 
developed by the Nunn Manufacturing 
Company, 2125 Dewey avenue, Evanston, II- 
linois. This new product is the first step in 
reconversion to peacetime production by the 
Nunn organization. 

The Cabl-Ox clamp, which was carefullv 
engineered by the company research staff and 
then tested by leading industrial laboratories, 
incorporates a new and exclusive wedging ac- 
tion in its component parts. According to the 
manufacturer this feature makes it possible to 
hold loads in excess of the tensile strength of 
the rope used. The unit is alloy steel, cadmium 
plated for weather protection, streamlined for 
neat appearance and freedom from obstruction. 
The fact that Cabl-Ox is easily assembled by 
unskilled labor and may be readily disassem- 
bled for the tightening of stretched lines or 
other uses, results in important savings of time 
and money. It is made in all standard sizes 
from ys-in. to 3-in. 

Trade announcements are being distributed 
and a broad advertising program will launch 
Cabl-Ox in all markets. Illustrated color fold- 
ers deScribing the product are available upon 
request from the manufacturer. 


New Method for Rejuvenating 
Leaking Gas Mains 


A NEW method for rejuvenating worn out 
and leaking gas mains, without the ne- 
cessity of making extensive excavations, was 
recently devised by a west coast gas company, 
working in codperation with engineers of the 
Elliott Company, Jeannette, Pennsylvania. 

The problem was to develop a simple eco- 
nomical means of relining 20-year-old gas 
mains which despite their age were still quite 
serviceable. 

It had been decided that the answer was to 
use a 1f-in. o.d. copper tubing, forcing it 
through the 24-im: i.d. main, by means of an 
air-driven power winch. The difficulty was 
that considerable scale and rust had accumu- 
lated inside the old mains which impeded the 
passage of the tubing. In addition, where weld- 
ing burrs were present inside the old pipe, a 


further obstacle was introduced to the passage 
of the tubing which in itself was flexible 
enough to permit the installation of up to 1,000 
feet at a time, working from excavations only 
30 feet in length. 

The solution to getting the tubing through 
the main was found in the use of an Elliott- 
Lagonda air-driven motor, fitted with a cut- 
ting head. This motor was attached to a }-in. 
nipple, brazed to the end of the copper tubing. 
The air to operate the motor was delivered 
through the length of the tubing from a com- 
pressor mounted on one of the gas company’s 
trucks. In other wards, the tubing itself served 
in place of the customary air hose and be- 
cause of its relatively large diameter was able 
to supply air of the required pressure at its 
forward or motor end without difficulty. 

These tube cleaners have been manufac- 
tured by Elliott for over 45 years. Designed 
in sizes from 25/32-in. up to 20 in. in diameter, 
they have been used primarily for cleaning 
tubes in boilers, condensers, and other heat ex- 
change apparatus. According to Elliott Com- 
pany, their latest application, as described 
above, has proved so successful that more than 
five miles of old gas mains have already been 
reconditioned by this method. 


AGAEM Changes Name 


HANGE in the name of the Association of 

Gas Appliance and Equipment Manufac- 
turers to Gas Appliance Manufacturers Asso- 
ciation was announced by H. Leigh Whitelaw, 
managing director, recently. Functions of the 
association will in no way be altered. The 
change of name is for the purpose of simplifi- 
cation only. 

Membership in the Association totals 296 
manufacturers of gas appliances and equip- 
ment, who represent approximately 80 per cent 
of the total volume of such equipment manu- 
factured in the United States and Canada. 

Purpose of the association is to promote the 
use and sale of appliances and equipment used 
in the production, distribution, and utilization 
of gas as a fuel. 


Stacey Brothers Expanding 


TACEY BrorHers Gas Construction ComM- 
S PANY, Cincinnati, Ohio, one of the Dresser 
Industries, is completing a very large expan- 
sion program involving the entire organization 
and shop facilities in order to give a highly 
specialized technical service to the gas indus- 
try, with emphasis at the present time on the 
design and construction of propane and butane- 
air installations and liquefied natural gas stor- 
age plants, William E. Gruening, president of 
the company, announced recently. 

The engineering services have been organ- 
ized to cope with pressing problems of the gas 
industry such as existing and anticipated peak 
load demands and replacing equipment an 
processes which have carried a terrific burden 
during the war years but must now be mod- 
ernized to enable the industry to expand 
further. 
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ORE PUBLIC UTILITIES 
Retted trucks 


switching to, 


was no “wartime secret” that owners of Dodge 
Job-Rated trucks experienced consistent “on-the- 
b” operation. Because their trucks fit the job, they 
formed more efficiently, operated more economi- 
lly, lasted longer. 


at’s why today so many more public utility com- 
inies are planning to standardize on precision- 
iit Dodge Job-Rated trucks. 


ey're buying trucks with engines rated for their 
ads. They’re getting trucks with a transmission 
d clutch, with axles, oe and every other unit 
b-Rated to handle the job ... to do a better job, 
nger, and at low cost! 


ODGE DIVISION OF CHRYSLER CORPORATION 


LISTEN TO THE MUSIC OF ANDRE KOSTELANETZ, WITH FAMOUS GUEST STARS 
THURSDAYS, C. B. S.,9 P. M., E. T. 


WARTIME YEARS 
PROVED PLENTY 


Two ‘‘eye-opening”’ facts 
that will long be remem- 
bered by men to whom 
trucks were a ‘‘bread and 
butter’’ proposition dur- 
ing wartime, are these: 


There's no substitute’ for years ‘of 

truck-building experiénce, or for pre- 
cise workmanship and quality . . . major 
reasons for the economy, dependability 


_. and long life of Dodge Job-Rated trucks. 


Dodge Job-Rated trucks stayed on the 
job because of the ready availability © 


~ of Dodge TRUCK PARTS and because of 


the prompt, en a 


See your Dodge dealer Now! 
Let him help you choose the 
right Dodge Job-Rated truck 
for all your hauling needs! 
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The only 100% Mercury Switch eguipped controls. 






They assure better control performance and longer control life. 


Industry is now going full speed ahead 
in the process of reconversion, but not 
without its problems, involving labo: re- 
adjustments and certain limitations on 
essential materials that are governed by 
the demands on available supplies. 


Every effort is being made to provide for 


the ever increasing demand for Mercoid 
Controls. 


The cooperation of the trade is solicited 
in making known their probable require- 
ments, thereby facilitating in the pro- 
duction plans to the mutual advantage 
of all concerned. 


THE MERCOID CORPORATION - 4201 W. BELMONT AVENUE + CHICAGO = 41 + ILLINO! 


Manufacturers of Automatic Controls for Heating, Air Conditioning and Various Industrial Applications 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 

















Tue American Aprpraisat Company 
ORIGINAL COST STUDIES «e VALUATIONS ¢ REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 











ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








CONSTRUCTION APPRAISALS 


DESIGN Fi ord, Bacon & Davis, SNC. BATE cAsES 
Engineers 


VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES, Inc. 











SPECIALISTS 
ab eigen POWER ENGINEERING SINCE 1906 - “ 
Steam, Electric, Gas, Hydro, Purchasing and Expediting, 
Pe and Sanaa Serving Utilities and Industrials a pers Pore arity 
perating Betterments, \ 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 
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FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 








Engineers WILLIAM 8S. LEFFLER Economists 
SPECIALIZING IN 
COST ANALYSIS—Unit Cost Determinations 
RATE RESEARCH — OPERATING REPORTS 


on 
ELECTRIC — WATER — GAS Utility Operations 
Neroton, Connecticut 








LOEB AND EAMES 
Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 
With Management Problems, Financing, Reorganization. 


Chicage New Sen Francisco 











Sargent & Lundy 


ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 
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The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 
Consulting Engineering 


80 BROAD STREET 


NEW YORK 4, N. Y. 











ALBRIGHT & FRIEL, INC. 


Consulting Engineers 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants 
Industrial Buildings 
City Planning Reports Valuations 
Laboratory 


1520 Locust Street 


Philadelphia 2 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

in connection wi 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSauie St., Cricaco 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





Baltimore Life Bldg. 


ROBERT T. REGESTER 
Consulting Engineer 


HyprauLic Structures — UTILITIES 
FLoop Contro. — Water Works 


Baltimore 1, Md. 

















EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 





A. S. SCHULMAN ELgcrric Co. 


TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 


537 SoutH Dgarsorn Sr. 


Contractors 


CoMMERCIAL INSTALLATIONS 
CxHicaco 











W. C. GILMAN & COMPANY 
ENGINEERS 


and 


FINANCIAL CONSULTANTS 
55 Liberty Street New York 





MANFRED K. TOEPPEN 
ENGINEER 
CONSULTATION — INVESTIGATION — REPORTS 
MARKET AND MANAGEMENT SURVEYS . 

VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 














JACKSON & MORELAND 
ENGINEERS 
PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 


may be obtained at very reasonable rates. 
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dig through a 





in the COMPLETE line 


have a Penn-Union Catalog, you 
stantly find practically every good 
pf conductor fitting. These few 
ly suggest the variety: 







Universal Clamps to take a 
large range of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


Ibows, with compression units 
a deper idable grip on both con- 
Also Straight Connectors and 
Tees with same con- 
tact units. 


Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 





Type Straight Connectors 
jucers, Elbows, Tees, Ter- 
Stud Connectors, etc. 














Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 





_ Terminals for quick 
and easy taping. 
type terminals, 

shrink fit, ete. etc. 


| 


ng Sleeves, Figure 8 and Oval, seamless tub- 
so split tinned sleeves. High conductivity 
; Close dimensions. 

rred by the largest utilities and 
tical manufacturers—because they 
found that “Penn-Union” on a fit- 
is their best guarantee of Dependa- 
y. Write for Catalog. 


‘UNION ELECTRIC CORPORATION 
PA. Sold by Leading Jobbers 




















_CONDUCTOR, ee ee oe ee 


JITE TLS 









































ee 


PILING 
at) 
TIMBERS 
TIES 








WITH A LONG 
CLEAN LIFE! 


Pressure creosoting 
at McCormick & Bax- 
ter means a deep, uni- 
form penetration of 
the preservative; long- 
lifed poles resistant to 






STRAIGHT / | 


STRONG Hi decay and termites. 
DURABLE | =" Following the pressure 
treatment, McCormick & 
DOUGLAS Baxter vacuum-dries the 
FIR poles. You get them neat 







/ 

ii and clean, easy to handle. 
4/ Give us a call when you 

| need treated poles, piling, 

timbers or ties. We deliver! 





/ 
) 


McCORMICK & BAXTER 
CREOSOTING CO. 


OFFICES: 
BOARD OF TRADE BLOG., PORTLAND, OREGON 
485 CALIFORNIA ST., SAN FRANCISCO, CALIF 













TREATING PLANTS 
STOCKTON, CALIFORNIA « PORTLAND, OREGON 



















~— NO SERVICE INTERRUPTION, 


otter. bed transformer flare 


“PRACTICALLY NO DAMAGE FROM FIRE”, was the f 

report of The Dayton Power & Light Co. on a ATE, DEPENDABLE ACTION is 

serious flare-up that resulted from an electrical leading utilities have chosen Gri 
failure on one of their substetion step-up trans- Systems for protecting over 10,000,000 
formers. 35 FOOT FLAMES were extinguished so transformer capacity and many other 
quickly by the Mulsifyre System that adjacent tions of similar oil-filled equipment. 





MULSIFYRE SYSTEMS, operate jon the spray strikes conductors. eartying high ¥ 
principle of emulsifying blazing oil witha ages. 
isextingnished in a few seconds and reigni- manually. 

Complete se aration of water and oil takes tories for use in extinguishing fires in 


There is absolutely no conductivity along such oil is a fire hazard — intransformers 
the discharge of a Mulsifyre projector when other oil-filled electrical. equipment. 





place in a few hours... leaves oil undamaged. mable oils inimiscible with water, wherer 


7 


driving spray of water. The oil is turned into aide Systems are permanent! in 
a liquid which is incapable of burning. Fire stalled . . . they operate. automatically 


tion is prevented. Recommended by Underwriters’ Labore 


‘i 





See that. your equipment has this 24-hour-a-day 
protection, before fire strikes. .Ex enced 


tion for your specifi¢ n 


Executive Offices, Providence J RI. 


Branch offices in principal 





This page ts reserved under the MSA’ PLAN (Manufacturers Service Agree eH) 


Grinnell. engineers will help 8 pretec: © 
needs, 





